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HIGH COST vs. LOWER PRICES 


By Martin R. Gainsbrugh 


EIGHT INVENTORY TURNOVER “REGULATORS” 
By R. L. Brummage 


SOME CURRENT PROBLEMS OF CONTROLLERSHIP 


By Christian E. Jarchow 


HOW TO GET THE MOST OUT OF YOUR 
INSURANCE COVERAGE 
By Harold W. Horton 





If photography is your hobby... 


You probably have one favorite camera 
—one favorite lens. You find that you 
get the best pictures—the best results 


—with equipment you prefer using. 
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Odds are that the typewriter you’d use 
would bea Royal—the typewriter that’s 
built up a preference equal to that of 


the next three leading typewriters to- 





gether. 

To get the best results from your 
secretarial staff, supply them with 
Royals. The preferred typewriter! The 
World’s No. | Typewriter! 





Preference for Royal equals the combined 
preference for the next three... 


1. Popularity! Just look how Royal rates with secretaries and 
typists. A national survey shows that preference for Royal 
equals the combined preference for the next three most popu- 
lar typewriters. Your typists will do more work, better work on 
machines they prefer to use. 





2. Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter! Meaning 
—higher production per machine! 

3. Royal durability! These typewriters are really sturdy. 
Royals stand up . . . spend more time on the job, less time out 
for repairs. With Royal, you get the maximum return for your 





typewriter investment! 


ROYAL— World’s No. 1 Typewriter 
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DITTO SAVINGS 
PAY ITS COST 


IN EVERY FIELD OF BUSINESS, IN EVERY INDUSTRY! 








As a business man, your primary interest lies in doing the best 
job at least cost. Ditto, the One-Writing Business System, en- 
ables you to do just that. The economies effected with Ditto 
quickly retrieve its original cost. The overall efficiency achieved 
by Ditto in coordinating activities of every department elimi- 
nates paper work errors, helps employees get more work done 
in less time. Thousands of firms in every branch of American 
industry testify to this. One of them, for example, Berkshire 
Knitting Mills, saves $11,000 annually with a Ditto One- 
Writing Order-Invoice system. Ditto can probably bring you 





PRODUCTION + PAYROLL similar savings, while increasing speed and accuracy. 
PURCHASING Send for your free copy of Case History 4611 

to learn how Berkshire Knitting Mills uses 

ORDER-BILLING Ditto to the tune of a $11,000 yearly saving. 


*A letter in onr files, from the Scott-Fores- Uniting 
man Company, testifies to this statement. 
Copy of the letter is available upon request. y awe yslivied 


TRADE MARK REG, U, S. PAT. OFF, 


DITTO, INC., 2218 W. Harrison St., Chicago 12, Illinois ¢’ In Canada: Ditto of Canada, Ltd., Toronto, Ontario 
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Forthcoming 
Regional 


Conferences 


Controllers 


Institute 
O rf 


America 


PACIFIC COAST: 
Seattle 
June 11-12 


Sponsored bj 
Seattle Control 


MID-WESTERN : 
St. Paul 
May 16-17 


Sponsored bj 
Twin Cities Control 


17th ANNUAL 
MEETING 
of the 
Controllers Institute 
October 10-13, 1948 


Hotel Commodore 


NEW YORK 


Sponsored by the 
New York City Control 
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A NEW COURSE IN 


INTERNAL AUDITING 


Twenty practical lessons now ready 











age ali eee Sa 
mi for qualified employees in internal 
accounting departments 
230 
232 
236 
Tuis course is designed to help the accounting 
24) ° ° ° 
executive who wants to build, or rebuild, an 
adequate organization. 
44 It was prepared with the co-operation of 
an active group of prominent controllers and 
148 auditors. 
The text treatment is broad and comprehen- 
sive. Technicalities of internal accounting and 
50 auditing are well balanced against control, inter- 
pretation, budgets, standards, charts, and modern 
58 concepts of materiality, consistency and dis- 
closure. 
ea Numerous flow charts and diagrams enliven 
the text. 
66 
The lesson material includes two comprehen- 
69 sive check-lists. The first is in the form of an 
internal control questionnaire. The second is 
70 represented by a detailed program of internal 
| audit. Both have been checked and re-checked 
aia by outstanding authorities. 
The course is available on a group basis 
74 through the sponsorship of employers. A request 
on your letterhead will bring further information 
16 about the course, the thrifty incentive tuition 


plan which insures substantial completions, and 
the transfer privilege which protects the employer 
against loss on the occasional non-completion. 








INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD «- CHICAGO 6, ILLINOIS 
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| Introducing Our Authors 








R. L. BRUMMAGE (“Eight Inventory 
Turnover ‘Regulators’,”” page 242) is Con- 
troller of Dresser Industries, Inc., Cleve- 
land. A native of 
Greensburg, Pa., 
Mr. Brummage 
was educated at 
the University of 
Pittsburgh, 
where he re- 
ceived the bache- 
lor of science de- 
gree in business 
administration. 

Mr. Brum- 
mage began his 
business career as 
Assistant to the 
Dean of Men, at the University of Pitts- 
burgh, in 1927. Two years later, he be- 
came associated with Price, Waterhouse 
& Company, Certified Public Accountants, 
in Pittsburgh. From 1931 to 1934, he 
served as Manager of the Pittsburgh Office 
of Land O’Lakes Creameries, Inc. For five 
years thereafter, he held the position of 
Eastern Zone Financial Manager of the 
Firestone Tire & Rubber Company. Then, 
in 1939, he joined the National Tube 
Company, Steel Pipe & Tubes, in Ellwood 
City, Pa., as Works Auditor, where he re- 
mained until he became Comptroller, as 
well as a Director and a member of the 
Executive Committee of the Tubular Alloy 
Steel Corp., Gary, Ind., in 1942. 

President of the Cleveland Control of 
the Controllers Institute of America, Mr. 
Brummage is also a member of the Na- 
tional Association of Cost Accountants 
and of Alpha Kappa Psi, honorary busi- 
ness fraternity. He is a 32nd degree Ma- 
son. His special interests are outdoor 
sports, especially golf. 

“Eight Inventory Turnover ‘Regula- 
tors’ ”’ was presented by Mr. Brummage be- 
fore a meeting, in Cleveland, of the Ohio 
Society of Certified Public Accountants. 





MR. BRUMMAGE 


MaRTIN R. GAINSBRUGH (“Cost Fac- 
tors vs. Lower Prices,” page 232) has been 
Conway + Chief Economist 
of the National 
Industrial Con- 
ference Board 
since 1938, and 
also serves that 
organization as 
Director of its 
Division of Busi- 
ness Economics. 
Before joining 
the Board, he 
served for five 
years as Eco- 





MR. GAINSBRUGH 


nomic Analyst of Trade-Ways, Inc., New 
York. 

A graduate of the University of Roch- 
ester, where he achieved Phi Beta Kappa 
honors, Mr. Gainsbrugh did post-gradu- 
ate work in economics at Columbia Uni- 
versity for three years. He is now a lec- 
turer in economics at the School of Com- 
merce, Accounts and Finance of New 
York University. A member of the Busi- 
ness Advisory Committee of the Council 
of Economic Advisers, he serves on a 
similar committee of the Bureau of Labor 
Statistics, as well as on the Advisory Com- 
mittee on Economic Statistics of the Bu- 
ereau of the Census. He is a member of the 
Executive Committee of the Productivity 
Conference, and of the Conference on Re- 
search in Income and Wealth. His associa- 
tion memberships include the American 
Economic Association and the American 
Statistical Association. 

Mr. Gainsbruga presented his manu- 
script at the Eastern Spring Conference of 
the Controllers Institute of America, in 
Atlantic City, N. J. 


HAROLD W. Horton (‘How to Get 
the Most out of Your Insurance Cover- 





age,’ page 244) has for the past three 
years operated an insurance analysis sery. 
ice in Los Angeles. Born in Seattle, Wash, 


Mr. Horton later 
moved to Evans- 
ton, IIl., where 
he graduated 
from North- 
western Univer. 
sity with a bache- 
lor of science 
degree in mathe- 
matics. Shortly 
afterwards, he 
joined the un- 
derwriting de- 
partment of the 
Crum and For. 
ester group at the home office in New 
York. 

From 1937 to 1941, Mr. Horton was a 
claims adjustor for Liberty Mutual, in 
its Boston, Providence and San Fran- 
cisco offices. Then followed a position as 
sales and service representative for busi- 
ness and industrial accounts with Liberty 
Mutual and United Mutual, out of their 
Los Angeles offices, for the next two years. 
Thereafter, he was associated with Key- 
stone Engineering Company, in Los An- 
geles, from 1943 to 1945. 

Mr. Horton delivered his observations 
at a meeting of the Los Angeles Control 
of the Controllers Institute of America. 





MR. HORTON 








Forthcoming Features in 
THE CONTROLLER 


| FIELD WAREHOUSING 
By R. L. Gordon | 


THE INSURANCES’ BUYERS 
LATEST “HEADACHE” 
By Dwight W. Sleeper — 


WHO IS MANAGEMENT? 
By H. Geddes Stanway 


IS BUSINESS RUNNING OUT OF CASH? 
| By Jackson Martindell 


GOOD OLD DEPRECIATION 
By W. I. McNeill 


























Introducing. Nationals New \WCKMASTER™ 


Presto! It opens. 
Patented opening mechanism works 
easily, instantly. A finger touch... 
and the cover can be lifted off 0 


With New Presto-Touch Opening and Automatic 
Locking Mechanism... New Streamlined Design... 
New Durable Construction 


Here is a post binder you will want to recommend to your 
clients. 

The fact is: there never has been a post binder before with 
all the features of the new LOCKMASTER. 

Here for the first time is a unique combination of (1) new 
ease of opening —at the touch of a finger! (2) automatic lock- 
ing (3) new, sturdy materials skillfully combined to give years 
and years of wear and (4) streamlined beauty in shape and 
color—a match for the smartest office. 

For full details call your NATIONAL Stationer. Ask for 
Circular PB-1. 


*Trade Mark Reg. Appl. for U.S. Pat. Off.: National Blank Book Co. 


sceel 


Automatically locks when replaced. 


it Can Take It! 
Rounded metal rim protects edges 
where cover-wear is greatest.. yo 
all sliding wear. Du Pont Fabrolite 
vinyl coated plastic binding material 
is tough, soil-proof and scuff-proof. 


“What a Beauty !” 
Gleaming stainless steel rim... beau- 
tiful cover grain...matching colors 
of cover and mechanism case... 
streamlined design — a beauty for 
the finest office. 
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The Why of Regional Meetings 


HERE is an interesting parallel between the evolution 

of Controllers Institute meetings—local, regional and 
national—and the development of the legislative function 
in American government—municipal, state, and federal. 
Just as each of these three legislative bodies can do some 
things which the other two cannot, each of our three types 
of meetings has its forte and specialty. The local Control 
can meet often. Its members have common problems which 
are of little interest to “‘outsiders.’’ At the other extreme, 
the national organization must have an annual meeting, if 
only to maintain its structure and continuity, but that meet- 
ing also serves for the discussion of broad national prob- 
lems of interest to all members. 

Perhaps the most significant phase of our established pat- 
tern of meetings is the Regional Spring Conference—South- 
ern, Eastern, Midwestern, Pacific Coast. The regional meet- 
ing meets a need which not all professional and trade- 
associations have comprehended, and from which relatively 
few have benefited. 

During the war, the limitations on conventions enforced 
by the Office of Defense Transportation caused many asso- 
ciations to attempt regional meetings for the first time in 
their history. A few months ago I had the opportunity to en- 
courage an informal discussion of these regional meetings 
among several association executives who were responsible 
for large and thriving organizations. Those who had tried 
regional meetings agreed without exception that the regional 
gathering gave better results than expected and would be- 
come a permanent part of their plan. Some of the com- 
ments: 


‘Most people feel more confidence at home than they do 
in a strange place. . . . The association member is more 
willing to express himself in his own territory than at a 
large national gathering. . . . The trade association execu- 
tive is the outsider when it comes to the regional meeting.” 


“Some members have good ideas but aren’t much as public 


speakers. Such a member will let fly with his ideas where he 
feels he has a lot of friends in the audience, but he’s not likely 
to speak up at a national meeting.” 


“Personal contacts outside of the sessions are fully as im- 
portant as the formal regional meetings. Members will but- 
ton hole the executive and ask him questions when they 
would never bother to write letters to headquarters.” 


“The association staff may be hard to find or too busy to 
talk at big national meetings, but local committees do much 
of the work at our regional meetings, and the association staff 
is there to consult with the members and exchange informa- 


tion.” 


It would appear that other organizations have had the 
same successful experience with regional meetings as the 
Controllers Institute, and that still more will follow our 
lead in the future. But remember, there is only one way to 
get the benefit of these regional meetings. 

“Present in spirit,” the member must attend in person! 


The Enterprise Economy 


HIS is a plea for a new phrase. I am a little bothered by 

most of the phrases which are commonly used to de- 
scribe ‘‘what makes America tick’’. We all know that there 
is something in the air, the laws, the traditions, or the vita- 
mins from the soil of this country, which stimulates human 
activity and ingenuity, so that our population is healthier 
and has more comforts than any other on earth. 

But don’t we make a mistake in continuing to call this “a 
Capitalistic Economy?” That makes it easy for communists 
and other left-wingers to allege that we are merely trying 
to safeguard the “vested interests’. What we wanted, and 
have achieved, is a better country, and capitalism was one of 
the means. It was not the objective. 

Some of us talk about the ‘Profit System,’’ and it cer- 
tainly is true that the prospect of profits stirs men to activity 
with more sustained and spectacular success than any other 
incentive or combination of incentives ever found. Yet prof- 
its are the sncentive and not the objective. 

Our talk about “Free Enterprise’ doesn’t sound right to 
me, because what little contact I have had, with small busi- 
nesses, has shown me that there is,a great deal of hard work 
involved—it is far from free. (“Freedom of Enterprise” is 
all right with me, however. ) 

The phrase ‘Private Enterprise” is good enough as a 
means of distinguishing it from government enterprise— 
although government enterprise is seldom enterprising 
enough to cause any confusion of identity. But to me the 
words ‘‘private enterprise’ do not tell the whole picture. 
What about cooperatives, which are important even in this 
country, and especially to farmers? Not everybody likes 
them, but they are a form of enterprise and part of our 
economy. 

So I nominate for wider use the phrase “The Enterprise 
Economy,’ for that is what we have—an economy which 
was produced by enterprise, which encourages enterprise, 
and which will continue to grow only so long as we have an 
enterprising spirit. 

—WALTER MITCHELL, JR. 
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High Costs vs. Lower Prices 


By Martin R. GAINsBRUGH 


Chief Economist, National Industrial Conference Board 


The recent price break, although con- 
fined almost exclusively to primary agri- 
cultural commodities, has stirred-up a na- 
tional wave of uncertainty over the im- 
mediate and future course of prices. In 
the minds of many, this break is regarded 
as the precursor or forerunner of the tra- 
ditional explosion of the money bubble, 
as after the end of each great war in our 
nation’s history. It is true that virtually 
every general price index for which we 
have long-term data, whether it be at the 
producer, wholesale or retail level, has 
contracted violently following every 
major conflict. Our national history re- 
veals no single instance of the introduc- 
tion of ‘‘a little beneficial deflation’”’ after 
the cataclysm of war. Instead, the historic 
p ttern is that of a series of violent, chain 
reactions which produce drastic deflation, 
until a subsequent period of postwar re- 
covery is established. Furthermore, this 
avalanche of downward price adjustments 
after a major war requires little time, rela- 
tively, to overwhelm the price structure. 
Our wholesale price index, for example, 
fell by some 60-70 points from the early 
summer to the end of 1920. Certainly the 
burden of proof rests with any one in 
government or business who, against this 
fatal backdrop of unrestrained postwar 
deflation, contends that this time the his- 
toric sequence may not be repeated. 

Deeper rooted, perhaps, than this fatal 
over-hang of past postwar collapse is the 
conviction on the part of millions of con- 
sumers, producers and distributors alike 
that today’s prices for goods and services 
are excessive, and must collapse of their 
own weight. The housewife knows that 
she has paid less for butter, meat, apparel 
and other consumer items in the past and 
is convinced that she is just not getting 
her money's worth now for the dollars 
she spends. Retailers, in turn, speak of in- 
tensified consumer resistance to higher 
prices. They blame higher prices for de- 
creased unit sales, and individually, as 
well as collectively, contend that there is 
“little evidence that many manufacturers 
are trying seriously to reduce costs or 
ptices.”” Farmers, in the face of the high- 
est agricultural income they have ever re- 
ceived, likewise are irritated with the 
prices of the commodities and services 
they buy. 

Finally, more and more manufacturers 
have discovered that their costs of doing 
business have risen faster than the in- 
comes of their business. Faced with 
shrinking profit margins, they voice their 
dissatisfaction with the high costs of raw 
materials or semi-manufactured goods or 


commercial services which are inevitably 
incorporated in their own price structure. 
Inflation tightens its pincers in all quar- 
ters and a lower price level—but not de- 
pression—is regarded as the universal an- 
tidote to such pressure. 

In the midst of this growing discon- 
tent with our present price structure, there 
exists this curious paradox. Few, if any in- 
dividuals, willl concede that the prices 
they receive for their own personal serv- 
ices, or the commodities they sell are too 
high. Consumers and producers alike, in- 
cluding both labor and management, 
stress the harmful and deterring impact 
upon their consumption, living standards 
or profits of the higher prices they must 
pay for the goods and services they buy. 
Many labor spokesmen will not recognize 
that the reverse side of the price coin is 
cost. They minimize the impact upon 
price of higher labor costs, higher taxes, 
and higher replacement costs for capital 
equipment. Yet, try as we may, none of us 
can escape from the hard fact that what is 
one man’s income is another man’s cost, 
or that the price paid by the buyer is the 
income of the seller. 


REARMAMENT AND PRICES 


A highly volatile new element has been 
introduced into the price equation during 
the past month. We appear to be moving 
rapidly into the initial stages of a giant 
rearmament program, possibly similar in 
dimensions to that of the year ending 
with Pearl Harbor. In that calendar year 
we spent about $10 billion for defense; 
in the months immediately preceding the 
attack, defense expenditures hit an an- 
nual rate of nearly $20 billion. At today’s 
price level, such a program would cost at 
least twice that amount. This is not in- 
tended as a forecast of the cost of imple- 
menting the ERP program along military 
as well as economic lines. Thus far, the 
additional proposed expenditures are far 
less, in official statements. But these fig- 
ures arte indicative of the rapidity with 
which such expenditures might mush- 
room, once the initial commitment has 
been made. 

In some sectors the new rearmament 
program has been welcomed as a timely 
offset to the connotations of depression, 
which some have read into the recent 
price break. So rapidly has the sequence 
of international events moved, that we 
have had little time to ponder the implica- 
tions and repercussions of forging anew 
the tools of war and financing the re- 
quirements of such a program. Those who 
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read into this movement the same 
“healthy” stimulus to business activity as 
in 1940-41, pass over too quickly signifi- 
cant economic distinctions between the 
economy of that period and today. We 
embarked upon World War II with slack 
in our labor force and with excess ca- 
pacity in many of the durable goods in- 
dustries of pivotal armament importance. 
Our agricultural plant was functioning at 
low gear and construction and capital 
markets were greatly depressed. As late as 
January, 1941, we had nearly 8 million 
unemployed. Steel production in 1940 
was only 67 million tons, while the indus- 
try was operating at about 80 per cent. of 
capacity. The total volume of manufactur- 
ing production in 1940 was little more 
than half of what it is today. 

Against this background of slack it was 
possible then for this nation to have both 
guns and butter as we moved toward the 
active phases of a shooting war. Today, in 
contrast, we have virtually every member 
of our normal labor force at work. In fact, 
about 1.5 million of the “abnormal” re- 
cruits to our wartime labor force are still 
at work. In addition we are straining at 
existing capacity ceilings in almost every 
pivotal durable goods industry that would 
be essential in armament production. Fi- 
nally, wholesale prices are about double 
what they were in the last guns and but- 
ter period, and our public debt is some 
$200 billion greater. 

Because of this change in economic en- 
vironment, it would not require much of 
an increase in our present military budget 
to swing the balance toward renewed in- 
flation. Heightening the physical require- 
ments for rearmament of tight commodi- 
ties such as steel could shift us rapidly 
from the guns and butter stage into a 
new, yet sadly familiar period of growing 
scarcity of civilian goods, with all the ac- 
companying restrictions such a develop- 
ment would introduce. 

Let me put this pure assumption into 
highly concrete form through the use of 
figures which have already had some cit- 
culation in Washington circles. Assume 
just for purposes of illustration, that the 
federal budget for the coming fiscal year 
is raised to $50 billion-$55 billion, pri- 
marily as a result of expenditures which 
are found to be necessary for purposes of 
national security. This is certainly not a 
completely unwarranted assumption in the 
light of the absolute increase in expendi- 
tures for defense purposes in the calendar 
year of 1941. Such a budget would actu- 
ally represent a lower percentage of our 
gross national product than was recorded 
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CONSUMERS’ PRICES AND WHOLESALE PRICES 


UNITED STATES, 1801-1947 


INDEX NUMBERS, 1923=f00 





























































































































































































" | | | | | | | | 
j Consumers' prices are now at an all-time high. In Octover of this year the 1504 
150 housewife had to pay $1.31 for groceries and other necessaries which cost only 
$1.18 on the average even in the peak year, 1920. Wholesale prices are also 
above the 1920 average. (See statistics on reverse side.) 
Since about the turn of the century wholesale and retail prices have ex- 
hibited about the same trend. During the’ I9th century wholesale prices showed 
a slightly downward trend while consumers’ prices moved irregularly upward. 
140 SOURCES: United States Bureau of Labor Statistics; New York Federal 
Reserve Bank; The Conference Board 
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in 1941. Yet this increase of say $15 bil- 
lion for this purpose would bring in its 
wake the necessity for deficit financing 
and the additional inflationary impact of 
the resort to ‘‘printing press money” to 
offset deficit operations. The Federal sur- 
plus has in recent months been one of the 
major factors exercising restraint upon 
credit and upon further price increases. 
With the armament budget in question, 
this restraint, which in my opinion has 
been beneficial, would be replaced by a 
rapid expansion of our credit mechanism. 

Think, too, of the subsequent changes 
in the tax structure under intensified re- 
armament. The current drive toward tax 
reduction would be short-lived under this 
assumption. Furthermore, since we are al- 
ready at capacity operations, there would 
quickly come the demand for allocation 
of essential, industrial materials, alloca- 
tions of essential man power and, without 
question, price and profit controls of vari- 
ous types. About the only major area of 
slack is the length of the work week and 
if we were to resort again to suction wage 
rates and premiums for overtime, even 
this slack might prove highly inflationary 
in its results. To advocate or accept re- 
armament as the answer to our present 
economic dilemma—which arose primarily 
fzom the cost and the burden of financing 
the war just ended—is to sow the wind 
and reap the whirlwind. 

Significant changes have occurred dur- 
ing the past year, particularly in recent 
months, which bear directly upon the cur- 
rent and future course of prices. (For 
purposes of simplicity in presentation the 
inflationary overhang of rearmament is 
not further explored in subsequent com- 
ments.) In summary form, these changes 
suggest that the zenith of the inflation of 
World War II has been approached, if 
not passed, and that we are moving from 
the first stage of our postwar evolution— 
which can be labeled the catch-up stage— 
to a second stage which needs far more 
study than has thus far been given it. For 
a better understanding of this second 
pe of our postwar economy, the fol- 
owing considerations are important: 


1. Money Supply Turning From Active 

to Passive Role 

Viewed from the demand side of the 
price equation, it would appear that the 
pressure upon the price structure of the 
swollen money supply which was released 
in torrents during World War II is sub- 
siding. As best it can be measured, we 
have about tripled the volume of money 
in circulation or at the ready disposal of 
individuals in the form of demand de- 
posits since 1939. Throughout most of 
the first postwar stage, this swollen money 
supply continued to press against the 
limited supply of civilian goods available 
for consumption purposes. But toward 
the close of last year, and steadily there- 
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after, the combined result of the rise in 
price levels and in the physical volume of 
goods and services available has almost 
neutralized this ‘‘hot’’ money. 

Wholesale prices have about doubled 
since 1939 while retail prices for all com- 
modities are about 85 per cent. higher 
than prewar. While there are no exact 
measurements of the increase in the total 
physical volume of goods and services, 
such indicators as we have would support 
the conclusion that in volume terms, out- 
put is curently about 75 per cent. higher 
than prewar. In the general price increase 
of about 85 per cent. or 90 per cent. is 
multiplied by an increase of physical vol- 
ume of ouput of about 75 per cent., the 
resulting product is not too far out of line 
with the tripling of the money supply. 
We need the supply of money we have 
on hand to handle transactions of current 
prices and current velocity. This means 
that as we turn from the first to the sec- 
ond stage of postwar economic evolution, 
money supply becomes a passive or neu- 
tral factor. Unless credit is further ex- 
panded under rearmament, the active and 
explosive influence it exerted since the 
war began will come to an end. 


2. Price is Determining Cost Rather 
than Cost Determining Prices as in 
Stage One 
In the initial shortage stage as well as 

in much of the period of active warfare, 
costs were the primary determinant of 
prices. Against almost insatiable demand, 
all that was needed to offset higher labor 
costs and high taxes was to raise the price 
umbrella. First, the insatiable war market 
and later the goods-hungry civilian mar- 
ket absorbed output in the easy money era 
with little resistance. In fact, shortages 
were so acute, the prevailing market price 
could not perform its normal equilibriat- 
ing function of rationing goods and huge 
black markets developed. 

As the volume of ouput for civilian 
purposes expanded, the degree of compe- 
tition on a price basis was slowly but 
surely intensified. Consumer durable 
goods which were not produced during 
the war began to recapture a larger slice 
of the consumer dollar. With this growth, 
price likewise began to exert its tradi- 
tional, powerful control over costs. 

In the second phase of our postwar 
economy many producers are finding it 
imperative to shuffle their lines so that 
costs are in accord with prices. A second 
price line or stripped models are de- 
veloped to meet price pressures. Difficult 
as this switch-over may be, after nearly a 
decade of cost indifference induced by 
lush sellers’ markets, this transition is be- 
ing made today in numerous industries. 
In tires, television, apparel, and furniture, 
we see price resuming its historic role. 
Sales managers stress the need for produc- 
ing what will sell, as they emerge from 
their earlier role of order-takers or ration- 


ers of the limited amounts that could be 
produced in stage one. 

The unyielding character of some Costs, 
particularly labor costs to which I will t¢. 
fer later, aggravates this adjustment. But 
the economic forces at work are of such 
magnitude that a resumption of the for. 
gotten but key role of price in a free 
economy, as the determinant of costs, 
rather than the reverse, must be antic}. 
pated and facilitated. 


3. Changing Character of Markets 


This is perhaps the most difficult 
change in the second phase of the post. 
war economy for many business enter- 
pfisers to grasp, particularly for those in 
retailing. Sharp declines have been te. 
corded in numerous types of consumption 
expenditures. Among the major areas af- 
fected are expenditures for alcoholic bev- 
erages, for women’s apparel, for eating. 
out, for jewelry, furs, and numerous other 
soft goods. This downturn is interpreted 
not only within these trades and in their 
supplying industries but by other pro- 
ducers and retailers as growing signs of 
weakness in the over-all level of business 
operations. In other areas, primarily in 
labor and in some government publica- 
tions, this downturn is cited as evidence 
of the inadequacy of purchasing power. 

A careful review of this softening in 
certain sectors of retail trade leads to the 
strong conclusion that these are exactly 
the areas in which declines should have 
been anticipated in the shift from Stage 
One to Stage Two of the postwar 
economy. These corrections, distressing as 
they may sound, are salutary and do not 
imply over-all weakness. Virtually every 
one of these areas was receiving more 
than its proportionate share of the con- 
sumer’s dollar relative to the disposal in- 
come received by consumer. They were 
rightly regarded as vulnerable as we ap- 
proach Stage Two at which time the addi- 
tional volume of goods and _ services 
would make it possible for consumers to 
exercise broader option in their retail pur- 
chases. It should be noted too that few, if 
any, of these soft sectors of retail trade 
have fallen below their traditional rela- 
tionship to current levels of income. True, 
these areas are registering profits substan- 
tially lower than in Stage One. As in 
many other sectors of industry, their 
breakeven points had risen and even a 
small reduction in dollar sales has meant 
a sharp shrinkage in both profit margins 
as well as in absolute levels of profit. 
Here again the industries in question are 
exercising tighter control over their costs 
but increasingly they turn to their sources 
of supply for assistance in bringing their 
prices in line with demand. They believe 
lower prices will raise their over-all take 
in dollar terms. Nevertheless, the basic 
fact remains that many of these areas were 
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marked for curtailment as we moved into 
Stage Two. It is unlikely that even a re- 
duction in price will restore these groups 
to the preferred positions they held in 
Stage One. 


4, Cost Rigidity, Primarily in Labor 
Costs Limit Price Reductions 


I said earlier that prices will determine 
costs increasingly in Stage Two. Let me 
now hasten to add that costs will still de- 
termine the structure of production and 
the payments industry can make the vari- 
ous factors of production, including labor. 
Labor costs are extremely difficult to re- 
duce in a period of hyper-full employ- 
ment. 

Despite the introduction of some $30 
billion of new plant and equipment in 
this country since the war’s end, there 
has been no significant reduction as yet 
in labor costs per unit of product! Pro- 
ductivity data must be handled with cau- 
tion but such evidence as does exist would 
lead to the conclusion that output per 
man hour in manufacturing while slightly 
higher than a year or two ago, has not yet 
returned to prewar levels. 

In nontechnical language, what we 
have done for the past seven years has 
been to increase the payment for an 
hour's work steadily year by year while 
the volume of work performed per hour 
has remained relatively unchanged or de- 
clined. This, in turn, has meant that the 
cost of labor per unit of product has 
steadily risen. By the end of last year, the 
unit labor cost in manufacturing was 
nearly 90 per cent. greater than prewar. 

In manufacturing, there is an extremely 
close correlation between unit labor costs 
and prices of finished manufactured prod- 
ucts. This long-term record suggests that 
all public clamor to the contrary, until 
economies within the price structure of 
manufacturing are forthcoming primarily 
through greater productivity, manufac- 
tured goods’: prices remain relatively 
frozen because of their high labor con- 
tent. 

Not only is the average manufacturer 
faced with this bulge in prime labor costs 
but his raw materials have also risen more 
rapidly than prices of finished manufac- 
tured goods. As I stated earlier, unit labor 
costs are some 90 per cent. higher than 
prewar. Raw material prices, even after 
the recent price break, are well over 150 
per cent. above prewar. Only through the 
economies of volume operation, has it 
been possible for manufacturers, there- 
fore, to keep the prices of finished manu- 
factured goods to a lower percentage in- 
crease than the average increase for all 
commodities. Many reasons are advanced 
for the failure of productivity to increase 
at the rates which developed after World 
War I. In the early months of Stage One, 
the interrupted flow of materials was 
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given primary emphasis; later the ineff- 
ciencies of hyper-full employment were 
blamed ; now as we move into Stage Two 
we hear, on the one hand, about the lim- 
itations imposed on productivity by union 
restrictions and ceilings; on the other 
hand, it would also appear that despite 
the mammoth investment in new plant, 
we are still under-tooled. We have pro- 
vided fewer dollars of investment for the 
workers who have been employed since 
prewar than the corresponding dollar in- 
vestment per worker prewar. The increas- 
ing shortage of venture capital and funds 
for provision of tool power will make it 
more difficult as Stage Two develops to 
catch up with this under-tooling per 
worker. So serious is the concern of many 
economic analysts with these relatively un- 
favorable trends in productivity, that a 
national conference on this problem may 
be convened by the United States Bureau 
of Labor Statistics in the hope of deter- 
mining why this unexpected adverse trend 
has arisen. 

In summary, the hard arithmetic of 
prices leads to the following conclusions: 


(a) Any substantial reduction in over- 
all prices currently would bring with it 
substantially lower levels of income. The 
possibilities of increasing production -as 
an offset to lower prices are extremely re- 
mote. Lower national income would in- 
crease the burden of taxes, the servicing 
of our national debt, and of economic, if 
not military commitments, for recover) 


abroad. 
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(b) Current prices except for foods 
and other agricultural commodities are in 
balance with our expanded money supply 
and with the bulge in labor costs and raw 
material prices. 

(c) Such changes as have taken place 
in both prices and in the course of Se- 
lected types of retail sales are not signs of 
weaknesses in the current economic struc- 
ture but rather salutary and necessary cor- 
rections in moving from Stage One to 
Stage Two of the Postwar economy. 

(d) Any substantial increase in ex- 
penditures in national security will re-in- 
troduce inflationary factors at a much 
more rapid rate than in the guns and but- 
ter period of 1941. 

(e) A year ago I repeated at the Mid- 
Western Controllers Congress the conclu- 
sions reached in a Board’s study early in 
1946. This study concluded that we were 
moving up at that time toward a new pla- 
teau as in the mid-Twenties for our whole 
wage-cost-price structure. This plateau 
would be reached with the cost of living 
some 40 per cent. to 50 per cent. above 
prewar, with a slightly higher percentage 
increase in the structure of wholesale 
prices. I see no forces at work which 
make a downward adjustment necessary 
in this early estimate. I doubt very much 
that we would be prepared to pay the price 
of a return to prewar prices; that price 
level would bring with it again millions 
of unemployed, a depressed agriculture, 
idle capital markets, etc. Our present 
price structure is far better balanced to 
today's incomes, wage and material equa- 
tions than is generally recognized. 


Higher Advertising Costs Will Offset 
1948 Increased Expenditures 


Aggregate dollar expenditures for ad- 
vertising, rising with expected sales in- 
creases, will be greater this year than in 
1947, but will be absorbed by higher 
advertising costs, forcing most compa- 
nies to hold to present schedules or even 
cut back slightly, according to a monthly 
survey of business practices recently re- 
leased by the National Industrial Con- 
ference Board. 

Expenditures will consume about the 
same proportion of industry’s sales dollar 
in 1948 as in the preceding year, the 
average approximating 1.8 per cent of 
the sales dollar, the report stated. Con- 
cern over rising advertising costs ex- 
pressed by nearly all firms has led to 
closer scanning of media lists and drop- 
ping of weak or secondary media. A 
growing trend toward rerunning of out- 
standing advertisements of recent years, 
as well as repeated use of new ones, was 
evident in many replies. Another practice 
produced by efforts to reduce costs is the 
broadening of an advertisement’s appeal 


in order to make it usable in a wider 
selection of trade journals. 

A significant feature of the survey was 
uncertainty expressed by some companies 
as to actual effectiveness of advertising. 
Some stated that multiple forces, such as 
sales activities, price and quality factors, 
relative competition and dealer promo- 
tion, make it impossible to determine 
how much advertising actually contrib- 
utes to the sale of goods. 

Other methods being used to cut 
media costs include a reduction in the 
number and frequency in insertions, 
less use of color, elimination of bleed 
pages and standardization in the size of 
engravings and advertising space re- 
quirements. Direct mail advertisers are 
trimming lists to eliminate “deadwood.” 
A few companies feel that increased 
circulation of major media is offsetting 
rising costs, but an equal number believe 
that some media are not only losing their 
audiences, but, because of the volume, are 
losing their effectiveness. 








Some Current Problems of Controllership 


-+ By Curistian E. JaRCHow 


President, Controllers Institute of America, 


Vice-President and Comptroller, International Harvester Company, Chicago 


In outlining some of the problems 
which the present era seems to present, I 
do not want to give the impression that 
I know the answers to these problems; 
but I will try to review them for you, and 
I recommend them for your study and 
discussion. I should like to treat my sub- 
ject under the following main topics: 


(1) Uncertainties of the 
business situation. 

(2) The rising fixed costs of business 
today. 

(3) Implications of rising fixed costs 
on break-even points. 

(4) Some observations 
prices, and profits. 

(5) Economic earnings versus mone- 
tary earnings. 

(6) Impact of rising price levels on 
corporate financial policy. 


present 


on wages, 


PRESENT UNCERTAINTIES 


Many leading economists are predict- 
ing that business as a whole will con- 
tinue to be good for at least six months of 
1948. Some go further than this and pre- 
dict a continuance of the present high 
volume for all of 1948 and into 1949. 
Some economists feel that, after some re- 
cession within the next year or two dur- 
ing which necessary price corrections will 
take place, business will continue for a 
fairly long period on a plateau much 
higher than that which existed prewar. 

Although I am sure that all of you are 
following the developments in this situ- 
ation very closely, it may be helpful to re- 
view the factors involved in order to set 
the stage for some of the observations 
that I should like to make. 

First, let us look at some of the factors 
which seem to indicate that we may be in 
for a period of recession sometime within 
the near future. Mr. Sumner Slichter 
stated them very well in a recent article 
in “The Commercial and _ Financial 
Chronicle’ as follows: 


(1) Production of goods 75 increasing, 
as shown by the rise in the index of in- 
dustrial production. As pipelines fill, the 
liquidation of inventories and the post- 
ponement of commitments will bring 
about a downturn in output. 

(2) Some prices, particularly food 
products, are at vulnerable levels and 
must inevitably drop. Such a dro p might 
become contagious and induce a consider- 
able postponement of commitments. 


(3) The federal budget is currently 
running a large cash surplus, which, 
under certain conditions, could start de- 
pressing influences zn motion. 

(4) Inventory accumulation may have 
reached its peak. 

(5) Exports, even under the Marshall 
Plan, will be lower in 1948 than they 
were in 1947. 

(6) High construction costs and the 
difficulties of obtaining new capital are 
putting a brake on expenditures for new 
plant and equipment. 

(7) Uncertainty over long-term inter- 
est rates seems to be increasing. 

(8) A third round of wage increases 
is almost certain. It seems unlikely that 
it can be reflected wholly in higher prices 
and thus may encroach seriously upon 
business profits. 


Mr. Slichter, after outlining these fac- 
tors, goes on to say that in some respects 
they overstate the case for recession. For 
example, the increase in output may be in- 
flationary rather than deflationary, de- 
pending on how the increase is financed ; 
weakness in food prices does not neces- 
sarily lead to weakness in other prices; a 
budget surplus could be inflationary if 
used to retire issues held by the com- 
mercial banks and thus enlarge bank re- 
serves; the effect of uncertainty over long- 
term interest rates could easily be ex- 
aggerated ; etc. 

Furthermore, he points out that there 
are other factors making for a continua- 
tion of inflationary pressures, such as the 
likelihood of tax reductions for individ- 
uals; the trend toward higher corporate 
dividends which should promote the de- 
mand for goods; the rise in the output of 
durable consumer goods, such as housing, 
which will be financed in large part by 
credit and not out of current income; the 
third round of wage increases may in- 
crease consumer income and so contribute 
to the demand for goods; the pent-up 
demand for consumer goods is far from 
having been met. He also cites the in- 
crease in the number of families, the in- 
creased number of workers per family, the 
rising trend in living standards and the 
low consumer indebtedness in relation to 
incomes. All of these factors contribute 
strongly to demand. 

Other observers have called attention, to 
the following significant factors in the 
long range economic outlook: 
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(1) There is a very large accumula. 
tion of savings and liquid reserves. 

(2) The economy is much better pro- 
tected against dislocation now than after 
World War I due to credit controls, ex- 
change controls, deposit insurance, etc. 

(3) Labor unions have a strong inter. 
est in maintaining the prosperity of busi- 
ness. 

(4) There is a better understanding of 
economic problems because of the efforts 
of organizations such as the Council of 
Economic Advisers, the C.E.D., the 
Brookings Institute, and others. 

(5) The system of Social Security and 
Unemployment Insurance is expected to 
provide a stabilizing influence. 

(6) Agriculture, which after World 
War I was in a very bad state, emerges 
from World War II with much less in- 
debtedness, with improved equipment, 
and with large liquid reserves. In fact, it 
is now a very strong sector of the Ameri- 
can economy. 


So much for the background. I have at- 
tempted to set out some of the current 
factors which seem to make for deflation, 
and others which apparently point toward 
inflation. I appreciate how dangerous it is 
for anyone to predict coming events, and 
I am not going to attempt it. As a matter 
of fact, I think it is unwise for manage- 
ment (and I regard controllers as an im- 
portant part of management) to ever take 
an all-out position on the turn of eco- 
nomic events. It is important, of course, 
to recognize changes in trends and to 
change business policy to meet these 
trends, but it is dangerous to indulge in 
what amounts to speculation. 

Now what does all this mean to the 
controller? I think it is fundamental that 
a controller should always be looking 
ahead. He should be constantly alert to 
the direction in which his company’s af- 
fairs are heading, and should be aware 
of trends which might effect it one way 
or the other. His forecasts of future oper- 
ating results are more important to man- 
agement in many respects than his reports 
on what has happened during past peri- 
ods. No matter which course business may 
take in the future, there will always arise 
certain problems peculiar to that situation. 
If there should be a continuation of high 
prices and high volumes, this does not nec- 
essarily mean an ideal situation for it 
brings with it many problems of financing. 
If, on the other hand, there should be a 





X.UM 


reces 
lems 
cuss 
it se 
in so 
a rec 


So 
whic 
costs 


(1 
and 
built 
will 
ation 

(2 
bor-s 
This 
insta 
conv 
equi, 
equi 
elect 
equi, 
All 
consi 
invol 
costs. 

(3 
ing | 
bette 
cafet 

(4 
ploye 
these 
ducti 
fixed 

(6 
more 
prob 
devel 
deali 
mark 
to th 
de pa 
tion | 
ment. 
ploye 
depai 
consi 
cessit 
tions 
ing 
comp 
inven 
funct 
orgar 
these 
are 
from 

ment. 
that | 
been 
crease 
conce 

(6. 

pansi 





X.UM 


recession in business, it will bring prob- 
lems of another kind. I should like to dis- 
cuss these latter problems first, because 
it seems to me that American business is 
in some respects particularly vulnerable if 
a recession should occur now. 


RISING FixED Costs 


Some of the factors in business today 
which are responsible for rising fixed 
costs are the following: 


(1) The increasing cost to construct 
and to equip new plant facilities. Plants 
built and equipped at current price levels 
will be subject to much higher depreci- 
ation charges and taxes than older plants. 

(2) The increasing trend toward la- 
bor-saving machinery and equipment. 
This trend results in elaborate mechanical 
installations in modern plants, such as 
conveyor systems, material handling 
equipment, automatic machine tools, 
equipment for closer inspection of work, 
electric forging presses, induction heating 
equipment, mechanized foundries, etc. 
All this additional equipment which is 
considered necessary in a modern plant 
involves substantial increases in fixed 
costs. 

(3) The trend toward improved work- 
ing conditions, such as exhaust systems, 
better wash and locker room facilities, 
cafeterias and plant food stations, etc. 

(4) The costs of various types of em- 
ploye security plans. While some part of 
these costs varies in proportion to pro- 
duction, there 1s much that is relatively 
fixed through good and bad years. 

(5) Business management is becoming 
more scientific in its approach to various 
problems. This has led not only to the 
development of sizable research staffs 
dealing with engineering, manufacturing, 
market or economic research, but has led 
to the growth of education and training 
departments, wage and salary administra- 
tion departments, public relations depart- 
ments, departments concerned with em- 
ploye communications, etc. The personnel 
departments of most companies have been 
considerably expanded because of the ne- 
cessity of conducting complicated negotia- 
tions with union representatives pertain- 
ing to labor relations matters. Some 
companies have gone in for extensive 
inventory control and production control 
functions which have necessitated sizable 
organizations. It is not to be inferred that 
these things are unnecessary or that there 
are not compensating benefits arising 
from the activities of these various de part- 
ments. It is an undoubted fact, however, 
that the increase in these functions has 
been responsible for a considerable in- 
crease in the fixed costs which business 
concerns must carry. 

(6) There has been a considerable ex- 
pansion in clerical functions and in the 
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size of the clerical organization required 
by most companies. Some of this came 
about through the expanded reporting re- 
quirement which followed along with the 
war business. Part of the increased per- 
sonnel was no doubt due to the fact that 
the average caliber of clerical personnel 
during the war was not as high as in 
normal times. No doubt many companies 
have effected a substantial improvement 
in this condition since the close of the 
war, but with all the other important 
things to which management has had to 
devote its attention, it is possible that in 
many cases the clerical organization 1s 
still too large. While clerical expense is 
not necessarily a fixed cost, it often tends 
to become fixed in character and difficult 
to change. 


BREAK-EVEN POINTS 


The tendency of these rising fixed costs 
is to increase the break-even points of 
business concerns. There are certain im- 
portant circumstances that should be con- 
sidered in this connection, and I think a 
brief review might be helpful. 

The point at which the costs and ex- 
penses of a business exactly balance each 
other, and where consequently the busi- 
ness will have neither a profit nor a loss, 
is dependent upon two main elements. 
These are: (1st) the level of fixed costs 
which are inherent in the business, and 
(2nd) the margin between the total 
variable costs and expenses and the sales 
income. Thus for a business which has a 
capacity sales volume of $10 million with 
fixed costs and expenses of $1.5 millions 
and variable costs and expenses amount- 
ing to 75 per cent. of sales, the break- 
even point is $6 millions. This can read- 
ily be calculated by taking 25 per cent., 
which is the margin above variable costs 
and expenses, and dividing it into the 
fixed costs of $1.5 millions. This produces 
the break-even sales volume of $6 mil- 
lions. 

If the fixed costs of this business 
should rise by $100,000 and there were 
no offsetting benefits in a reduced per- 
centage of variable costs and expenses or 
no recovery through higher product 
prices, the break-even point would rise by 
$400,000 (that is $100,000 divided by 
25 per cent.) thus increasing it to’ $6.4 
millions. 

If on the other hand this rise in fixed 
costs was accompanied by a drop of two 
per cent. in variable costs and expenses, 
the new break-even point would be $5,- 
926,000 (which is calculated by dividing 
$1,600,000 by 27 per cent.). 

If the rise of $100,000 in fixed costs is 
not accompanied by any reduction in vari- 
able costs and expenses, but by an increase 
of 214 per cent. in sales prices, the break- 
even point would be $5,963,000 (equiva- 
lent to $5,818,000 at old prices). 


These are only a few examples by way 
of illustration. Other examples could be 
given. 

It is important for controllers to recog- 
nize the factor of rising fixed costs. In 
fact, every increase in fixed costs should 
be examined. Increasing fixed costs on 
new plant and equipment due to higher 
construction costs and higher equipment 
costs tend to increase break-even points. 
On the other hand, increasing fixed costs 
resulting from greater mechanization 
should result in lowered ratios of variable 
costs to sales income. 

Increased costs arising out of improved 
working conditions have generally no di- 
rect offsetting factors; on the other hand 
there may be important indirect offsets 
arising out of reduced labor turnover and 
the general improvement in efficiency 
which, in theory at least, should go along 
with more satisfied employes. Such indi- 
rect benefits should be reflected in lower 
operating costs per unit of product. 

The same thing might be said about 
similar indirect benefits which follow the 
introduction of adequate employe security 
plans. These should also operate to reduce 
labor turnover and should work toward 
an improvement in general efficiency. In 
this case also such benefits would be diffi- 
cult to measure. 

In considering the item of growing 
staff functions and the contribution they 
make toward higher fixed costs, we again 
find that in many cases there are impor- 
tant compensating advantages. As an ex- 
ample an efficient materials control de- 
partment might pay for itself many times 
over if it is successful in keeping inven- 
tories at an adequate, but not excessive 
point. On the other hand, some of these 
staff functions, such as industrial rela- 
tions, (including wage and salary ad- 
ministration, employe magazines, etc.) 
have had to be increased for defensive 
reasons. The added fixed costs accruing 
must be regarded as an added necessary 
feature incident to the conduct of busi- 
ness operations under present conditions. 
This is an example of an added fixed cost 
which in the end must be recovered in 
the sales price. 

In the matter of clerical costs, a dis- 
tinction should be made between those 
increases which are necessary and legiti- 
mate, and those which have crept in over 
the past few years. No doubt all of us 
could profitably devote attention to 
studies of fair work loads in our office 
organizations, of our reporting require- 
ments, of new mechanical means of per- 
forming office work, and of the caliber of 
the people who are engaged in it. There 
is no profit return on office inefficiencies. 
Furthermore, far from being offset—as 
some increases in fixed costs are offset— 
by economies in variable costs, they are 
apt to produce a contagious effect and 
actually encourage inefficiencies elsewhere. 
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27% of Contracts Since Taft-Hartley Act 
Exempt Unions From Liability 


The general impression that practi- 
cally no contracts are being signed which 
make the labor union liable under the 
Taft-Hartley Act is shown to be untrue 
in a survey by the National Industrial 
Conference Board of 185 union contracts 
which were signed since the passage of 
the act. Only 50, or 27 per cent of the 
185 contracts analyzed, contain no-strike 
clauses and at the same time exempt 
unions from liability for unauthorized 
strikes. Of these, 40 (80 per cent.) give 
the employer the right to discipline indi- 
vidual wildcat strikers, and 32 require 
the union officers to take specified action 
to end wildcat walkouts. 

Of the 185 contracts studied, 82 were 
with CIO unions, 79 with AFL unions, 
and 24 with independent unions. Nearly 
half of these contracts (90 or 48.6 per 
cent.) contain no-strike clauses but do 
not contain clauses exempting the union 
from liability for their violation. Sixteen 
of the ninety contracts give the employer 
the right to discipline workers who go 
out on unauthorized strikes. Ten of the 
ninety require union officers to take spe- 
cified action to make the unauthorized 


strikers go back to their employment. 

Twenty-nine of the eighty-two CIO 
contracts surveyed exempt the union from 
liability for unauthorized walkouts. 
Twenty-five of these twenty-nine con- 
tracts give the employer the right to dis- 
cipline or discharge wildcat strikers. Only 
16 of 79 AFL contracts and 5 of 25 in- 
dependent union contracts have no-union- 
liability clauses. 

Of the 185 contracts analyzed, 45 
(24.3 per cent) do not have clauses on 
strikes. A considerable percentage of 
union contracts with no provisions relat- 
ing to strikers has always existed, the 
analysis notes. 

In the early part of 1947, the Confer- 
ence Board surveyed 272 contracts and 
the percentage that did not contain a no- 
strike clause was 24.3 percent. “While it 
is purely coincidental that the percent- 
age figure for this analysis made shortly 
before passage of Taft-Hartley Act is ex- 
actly the same as the 24.3 per cent. ob- 
tained in the present survey, it does not 
seem to indicate any great swing toward 
elimination of no-strike clauses as a result 
of the act.” 





One further point may be made as to 
the relation between fixed costs and the 
break-even point. When fixed costs in- 
crease, even though compensated for by 
reductions in variable costs or by increases 
in sales prices, the effect is to widen both 
the profit area (when operations are 
above the break-even point) and the loss 
area (when operations are below it). 
This is not objectionable so long as such 
a firm operates above the break-even 
point; in fact, the acceleration of profit 
may seem very gratifying. However, when 
Operations drop below the break-even 
point, the rapidity with which losses 
multiply can be appalling. This fact is 
especially significant to concerns which 
have wide variations in their sales possi- 
bilities. Such concerns will perhaps be less 
able to afford to replace machinery and 
equipment with more efficient and more 
expensive types than are companies hav- 
ing less variation in their sales outlook 
over a period of years. 

The term “break-even point’ was al- 
most unknown a few years ago. Today 
industry is becoming increasingly con- 
scious of its importance. There is growing 
recognition that in many situations break- 
even points have become uncomfortably 
high. We have already discussed how this 
is due to the gradual increases in fixed 
costs which have crept in since the war. 
There is another factor which should be 


mentioned, and that is the unwillingness 
of many concerns to increase prices to 
levels which would have restored the 
profit margins enjoyed before the war. 
Many have voluntarily refrained from set- 
ting prices on the basis of what the mar- 
ket would bear. They have lowered 
margins in recognition of the favorable 
effect which large volumes of business 
would have upon total profits. While such 
practices are commendable, they do in- 
crease the vulnerability of business when 
trade recession sets in. 

Reviewing the foregoing remarks, it 
would seem that the special responsibili- 
ties of controllers with regard to this 
matter of rising fixed costs and break- 
even points are somewhat as follows: 


(1) The controller should see that 
every increase in fixed costs is compen- 
sated for by reductions in variable costs 
where this is possible. Where it is not 
possible, he should be in a position to 
point out what its effect will be on profits 
under various assumed bases of operation. 

(2) He should be able to distinguish 
between those increases in fixed costs 
which are planned and legitimate and 
those which have crept in by inefficiencies 
or imattention. 

(3) The controller should promote the 
idea that where fixed costs come about as 
a result of increased investment, it 1s not 
enough merely to reduce variable costs by 


an equivalent amount, but the reduction 
should be great enough to provide an 
adequate return on the increased invest. 
ment. 

(4) He should make sure that his 
management recognizes the feature inher. 
ent in rising fixed costs which have been 
compensated by reductions in variable 
costs, i.e., that while this situation makes 
for higher profits in boom times, it also 
makes for greater losses in depression. 

(5) He should recognize, along with 
management, that the time is coming 
when customer resistance to increased 
prices will again be a controlling factor 
thereby limiting the possibility of raising 
prices to make up for increased fixed 
costs. 


WAGES, PRICES, AND PROFITS 


One of the important problems which 
faces controllers and business manage- 
ment is that of pricing policy. Some com- 
panies must make frequent changes in 
prices to preserve adequate profit margins. 
These are companies which are subject to 
extreme fluctuations in raw material 
prices, or to some other rapidly changing 
cost element which prevents them from 
adhering to one level of prices over a very 
long period. There are others, however, 
which, because of custom or for other 
reasons, commit themselves to price struc- 
tures which remain unchanged for a con- 
siderable period. 

It is this latter class of companies which 
finds itself faced with a very difficult 
problem of pricing in times such as these. 
With present high volume, even in spite 
of a high break-even point, they can earn 
a fair profit with a narrow margin per 
dollar of sales. If, on the other hand, they 
strive for a margin of profit on sales 
which will protect them to a reasonable 
extent in the event of a moderate drop in 
business, they may find themselves earn- 
ing profits in a year of high volume that 
are subject to attack on the ground of be- 
ing unreasonably high. 

Within the last few years there has 
been much discussion by labor union ofh- 
cials, and by the public generally, of the 
interrelationship of wages, prices, and 
profits. The unions argue that corporate 
profits are ample to absorb wage increases 
without increasing prices since we are 
now living in a high volume economy. 
This, of course, would be a most unreal- 
istic view for business management to 
accept. If prices were generally set on 
narrow profit margins so that a drop in 
volume of, say, 15 per cent. to 20 perf 
cent. brought most businesses to theif 
break-even points, the effects would be 
calamitous. Very few companies would be 
able to weather even a moderate recession 
in business, for they would find them- 
selves faced with the necessity of raising 
prices just at the time when it would be 
difficult to do so. 
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Fortunately current thinking on the 
subject is gradually catching up with the 
realities of the situation. There is a grow- 
ing realization that the percentage of la- 
bor cost within any one enterprise is not 
the entire wage cost represented in the 
final price, but only an installment of a 
series of wage costs that began in the 
mines, in the forests, or on the farm, and 
ends when the product is delivered to the 
final user. When these employment costs 
are accumulated for all of the successive 
steps, they represent at least 80 per cent. 
of the final price. There is also growing 
recognition of the fact that increases in 
wages without corresponding increases in 
product prices can only come when there 
is a real offset to higher wage costs 
through gains in productivity—whether 
through better employe efficiency or 
through better methods. 

There still remains a great deal of con- 
fusion over the relationship between 
prices of manufactured products and cost 
of living. Of course there are some manu- 
factured products which do enter into 
cost of living statistics, but by far the 
most important factor in our present high 
cost of living is the cost of farm products. 
The effect of durable goods prices is 
relatively slight. Prices of farm products 
will naturally decline when world pro- 
duction is more nearly in line with de- 
mand. 

The average manufacturing concern to- 
day shows a picture of wage increases 
somewhere in the neighborhood of 75 
per cent. over 1941, material price in- 
creases of over 60 per cent., while price 
increases of their own products are gen- 
erally less than 50 per cent. To quote 
these figures is to come back to the same 
observation we have made before— that 
profit margins are smaller than existed 
prewar, and that break-even points are 
higher. Along with this we must come 
back again to the high volume of business 
currently being done as the one factor 
which is keeping many concerns out of 
the red today. 

There are undoubtedly some concerns 
which have been unduly conservative in 
protecting their profit position by keeping 
their prices too high. Before condemning 
them too severely, however, two things 
should be noted. First, it should be recog- 
nized that it is extremely difficult to steer 
exactly the correct course in this matter, 
giving reasonable protection to the future 
of the business without unduly penalizing 
the interests of customers. Second, the 
question of what constitutes profits that 
are too high is one which cannot be easily 
answered in an era such as the one we 
are in. In order to set out some of the 
pertinent considerations in connection 
with it, it seems advisable to review some- 
what the current thinking on the matter 
of economic earnings versus monetary 
earnings. 
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The United States Department of 
Commerce has estimated that the earn- 
ings of corporations for the year 1947 
were approximately $17 billions, and that 
of these profits, more than $5 billions 
was represented by increased prices used 
in inventory valuations. One of the coun- 
try’s leading accountants has further esti- 
mated that approximately $2 billions of 
1947 earnings was not real income be- 
cause the depreciation provisions were in- 
sufficient to meet the replacement costs of 
property at current high prices. Conse- 
quently, it is estimated that the real profits 
for 1947 from an economic standpoint 
were only about $10 billions. 

Moreover, this is in terms of 1947 dol- 
lars. If these profits are restated in terms 
of 1929 dollars, they become about $614 
billions which compares with actual earn- 
ings for the year 1929 of $8.7 billions. 
Now between 1929 and 1947 there was 
an increase of 65 per cent. in corporate 
production. Consequently, it would ap- 
pear that in terms of purchasing power 
the corporate profits per unit produced 
were less than half that of 1929. These 
estimates are very rough, and I do not 
vouch for the figures. However, if they 
are only generally correct, they indicate 
strikingly the extent to which wrong con- 
clusions could be reached by the public in 
gauging business profits by the amounts 
arrived at by conventional accounting 
methods as reported in corporate reports. 

This obviously raises some extremely 
important questions for the consideration 
of the accounting profession, and particu- 
larly for the consideration of controllers. 
These questions include the following: 


(1) Should accounting methods be 
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changed so as to provide a means for re- 
flecting real economic earnings in place 
of earnings as now reported following 
present accounting conventions and pro- 
cedures? 

(2) Is the present basis for paying 
federal income taxes one that really re- 
sults in levying a tax upon income only, 
or is some portion of the tax in effect on 
capital due to elements in the conven- 
tional income account which do not repre- 
sent real income? 

(3) Is it not likely that many com- 
panies are operating upon a profit ob- 
jective in relation to book invested capital 
which 1s far too low in terms of invested 
capital computed upon a replacement 
basis? 


It will be noted that the entire ques- 
tion of economic profits versus book 
profits revolves around the effects of in- 
lation upon the valuation of inventories 
and upon the replacement costs of fixed 
properties. Inventories may not have in- 
creased during a year insofar as units are 
concerned, and yet the total dollar value 
may have increased substantially because 
of inflation. In such a situation more of 
the company’s capital is tied up and a 
part or all of the profits as reported is not 
available for dividends since it is: required 
for working capital purposes. Moreover, 
there is always the possibility that as 
prices go up, so may they eventually 
come down, resulting in serious losses. 
While it is true that if inflation should be 
followed by deflation, inventory losses can 
be written off for income tax purposes, 
there may not be sufficient income at such 
a time against which to apply such in- 
ventory losses and thus effect a tax re- 


Oil Firms Increased Reinvesting of Profits 
May Eliminate Need for Outside Money 


The oil industry has been reinvesting 
an increasing share of its earnings and 
should be able, in 1948, to meet most of 
its capital needs with a minimum of out- 
side financing, Joseph E. Pogue, vice- 
president of Chase National Bank, re- 
cently told the American Institute of 
Mining & Metallurgical Engineers in 
New York City. He added that fully 65 
per cent of 1947 earnings was held for 
reinvestment and capital expenditures of 
$1,950 millions were made last year by 
30 leading firms. 

In a detailed capital formation analysis 
prepared by Mr. Pogue and Frederick 
Coqueron, it was noted that some 57 per 
cent. of this expenditure arose primarily 
from the increase in construction costs 
over 1939 levels. 

Analyzing the 30 companies’ capital 
formation trend since 1934, the paper 
showed that cash income from earnings 


that year was at 616 millions, with 128 
millions allocated for capital expendi- 
tures. Cash income from earnings thus 
exceeded such expenditures by 27 mil- 
lions. In 1939, the paper added, the re- 
spective figures, stated in millions, were 
885, 189, 665 and 31, compared with 
1947 estimates of 2096, 446 and 1950 
producing an accounting deficit of 300. 

In pointing out the stockholder’s grow- 
ing contribution to the process, the re- 
port explained that between 1934 and 
1938 the proportion of retention of net 
income for reinvestment was 42.9 per 
cent., compared with 48.2 per cent. in 
1939-43 and 54.6 per cent. in 1944-46, 
with the total in 1947 at 65.1 per cent. 

Capital raised by the firms between 
1945 and 1947 from external sources, 
stated in millions, was estimated at 411 
in 1945, against 586 in 1946 and an esti- 
mated 472 in 1947. 
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MR. TUCKER 


Economists to Address 
Midwest Conference 


Among the speakers at the Mid- 
western Controllers Conference, in 
St. Paul, Minnesota, May 16-17, 
will be Rufus R. Tucker, Econo- 
mist, General Motors Corporation, 
New York, and Dr. Howard R. 
Bowen, Dean of the College of 
Commerce and Business Adminis- 
tration, University of Illinois. 
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covery. Even with a system of carrying 
forward losses for tax purposes, the ef- 
fect of sharp deflation may be disastrous 
upon the financial structure of a business. 

It should be said that those companies 
which have found the use of the LIFO 
inventory method suitable to their oper- 
ations have an advantage over other com- 
panies during a period of inflation. The 
use of the LIFO method, therefore, may 
be regarded as a step toward making the 
books reflect economic income. 

With respect to the increased replace- 
ment value of plant equipment, a situa- 
tion occurs similar to that in the case of 
inventories. Property purchased prior to 
the war will eventually have to be re- 
placed. Such of the properties as must be 
replaced at current inflated values will re- 
quire the investment of substantially more 
capital than was made available through 
accumulated depreciation reserves. Con- 
sequently to the degree that retained 
profits were necessary to provide for the 
added replacement costs of plant and 
properties, it may very well be argued 
that such amounts do not represent eco- 
nomic profits, but merely an amount nec- 
essary to restore the original productive 
capacity of the company. Many sugges- 
tions are being made today as to how this 
situation should be met. It has been sug- 
gested that old plant investments should 
be depreciated on the basis of repro- 
ductive values, or that a system of index 
numbers should be used whereby all 
items of plant investment will be depreci- 
ated according to the current replacement 
value each year. There is no generally ac- 
cepted treatment for this situation. If it 
were possible to foresee what replace- 
ment costs would be required over a 
long term of years in order to keep the 
plant at original efficiency, the problem 
would be easier. 

There is considerable doubt as to 
whether corporations would be willing to 
continue a change in method when busi- 
ness conditions become quite different 
from what they are today. For example, 
if present-day volumes shrink consider- 
ably and net profits become substantially 
lower, would companies generally be will- 
ing to continue a policy that may seem de- 
sirable in the present inflationary period ? 


If a system based on index numbers were 
used for establishing depreciation provi- 
sions, what would be the attitude of man- 
agement if it resulted in a depreciation 
charge less than the amount required to 
recover the original cost of the assets ? 

It is my opinion that any attempt to 
reflect in the accounts the effect of the de- 
clining value of the dollar will be ac- 
ceptable only if it meets three principal 
criteria, as follows: 


(1) It must be a system free from 
elements of arbitrary judgment. 

(2) It must be susceptible of being 
reconciled with generally accepted ac- 
counting principles. 

(3) It must be a system that can be 
followed consistently through good and 
bad years, and in periods of both inflation 
and deflation. 


I do not think the time is right for 
making any major change in the basis of 
determining business income. I recognize 
that there may be a wide gulf between the 
book income as ordinarily computed and 
economic income. The subject requires a 
great deal of further study, and it is my 
belief that no major change in accounting 
can be made until we have seen the full 
effects of the business cycle through which 
we are now passing. 


CORPORATE FINANCIAL POLICY 


It would of course be very desirable if 
methods could be worked out which 
would permit corporate reports to show 
economic earnings for the better informa- 
tion of the public and for more accurate 
statistical records of economic facts. How- 
ever, it is not essential that any change 
be made in accounting methods for the 
purpose of providing business manage- 
ment with the facts upon which they 
should take the financial action required 
in an inflationary era. Controllers are not 
usually confused upon this point. Pro- 
gressive management will recognize the 
difference between accounting results and 
the financial effect upon a company. 

This means primarily that business con- 
cerns must look to the necessity of proper 
retention of earnings in such a period as 
this to protect them against the effects of 


the decreasing value of the dollar. It also 
means that business management must 
pursue a realistic profit planning policy. 
The margin of prices above costs must be 
sufficient to produce final net income 
which will fulfill the following purposes: 


(1) Provide for dividends to stock- 
holders which represent a fair return on 
investment, giving due weight to the ef- 
fects of inflation. 

(2) Provide such amounts as may be 
needed to keep the business in the same 
relative status at the end of the year as 
it was at the beginning. In other words, 
business must constantly renew itself in 
order to remain effective. If it does not, 
it loses ground and eventually fails, 
What I have reference to particularly are 
the following: 


(a) The increased investment which 
may be required for inventories 
due to effects of inflation. 

(b) The amount which should be re- 
tained to supplement depreciation 
reserves accumulated in the regu- 
lar way, so as to meet the factor 
of higher replacement costs. 


Both of these must be recognized if busi- 
ness is to remain in the same relative 
operating status. 

(3) Provide such further amounts for 
retention in the business as will meet the 
capital required for the normal growth in 
business. Without this a business may 
cease to be progressive and may lose 
ground in the competitive race. 


I think it is unfortunate that manage- 
ment too often is apologetic about profits. 
There are some concerns which undoubt- 
edly earn profits which are not in the best 
interests of business. However, a great 
many companies earn profits which are 
not unreasonable, especially when full 
weight is given to the factors which pro- 
duced these profits and when considera- 
tion is given to the uncertainties regarding 
the reality of profits in a period of infla- 
tion. All companies should strive for ade- 
quate profits and should be prepared to 
defend them. Without adequate profits 
there can be no economic progress. Ade- 
quate profits in the last analysis mean 
more work and better pay for employes, 
more goods and relatively lower prices 
for customers, and more attractive divi- 
dends for stockholders. 

I have attempted to outline some of 
the problems with which all of us are 
faced in these days of uncertainty. I am 
sure I have not presented all of the prob- 
lems nor have I supplied all of the pos- 
sible answers to those under discussion. 

We are living in a period when there 
is much to be concerned about. It certainly 
cannot be said that there is anything dull 
or monotonous about these times. On the 
contrary, there is much that is stimulating, 
and much that presents a real challenge. 
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Or keep you dry when it pours. Or catch fish. 

The Comptometer Payroll Plan is not an 
“J-do-everything” contraption. It has only one 
function — in the office — and what a job it 
does there. For instance: This money-saving 
plan makes original postings yield final results. 

Post directly to the employee wage state- 
ment. Gone forever are involved bookkeeping, 
endless posting, copying, filing. The Compt- 
ometer Payroll Plan dispatches five important 
operations on one short form. 

Yet, regardless of the size of your payroll, 
this plan requires no elaborate machinery. It 
needs less labor, and guards accuracy. It is 
helping businesses of every kind and size to 
save substantially. 

To find out how you can reduce office over- 
head, just call your nearest Comptometer 
representative. 


Com PTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina Street, Chicago 22, Illinois. 











N.W. AYER & SON 
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Kight Inventory Turnover “Regulators’ 


By R. L. BRuMMAGE 


9 


Controller, Dresser Industries, Inc., Cleveland 


In approaching a discussion of the in- 
ventory problem, or any of its various 
phases, I am reminded of the story of Ru- 
fus, the bass horn player in the village 
band. Although not a great musician, Ru- 
fus gave his all in creating music for the 
townspeople at the weekly concerts. For 
ten years he never missed nor was late for 
a concert. Above all other numbers, Rufus 
loved to play “God Bless America.” 

Partly as a concession to Rufus, and 
partly because it was popular with the vil- 
lagers, the band opened—and closed— 
each concert with ‘God Bless America.” 
Rufus tooted his horn loud and vigor- 
ously. 

One day Rufus arrived at the village 
green too late to take his chair for the 
opening of the concert with ‘God Bless 
America.” For the first time in his life he 
heard the number played by the entire 
band—as it sounded to the villagers 
standing on the green. He listened with 
open-mouthed amazement. After ‘‘God 
Bless America’ came to a glorious end 
with a crash of cymbals and a flourish of 
brass, he turned to his neighbor and tre- 
marked, 

“Was that ‘God Bless America?” Why 
for ten years I’ve just been playing ‘um- 
pah, um-pah, um-pah.’” 

In our viewpoint toward the inventory 
problem, we as bankers, public account- 
ants, tax men, controllers, or cost account- 
ants are very much like Rufus. We know 
only our “‘parts’’ of the music. We each 
play “um-pah, um-pah”’ with great vigor. 

The banker views inventories with the 
cold eye of the credit analyst. If the in- 
ventory is too large or turns slowly, he is 
reluctant to accept it at face value as se- 
curity for a loan. 

The C.P.A. is interested in determining 
a proper valuation for inventories. He 
must establish. that the valuation methods 
in use correctly reflect the cost of sales 
and that the inventory balance is worth 
the dollars stated. He must certify these 
things to the stockholders and satisfy the 
requirements of S.E.C. and other regu- 
latory bodies. 

The tax consultant is also interested in 
inventory valuation, but primarily in fit- 
ting the method advantageously to an 
established pattern which he knows to be 
acceptable to the taxing authorities. 

The controller or cost accountant also 
realizes the importance of proper valua- 
tion of inventories. But more important, 
inventories are his stock-in-trade—dollars 
and cents. He must provide the means of 
controlling and evaluating the transac- 
tions which alter the inventory balance. 


He does not look at inventories as an ab- 
stract figure. They are nuts, bolts, steel, 
lumber, coal, potatoes, worsted cloth, 
ladies shoes—or a machine tool being 
built for Sam Jones & Co. He must recog- 
nize and act on changes in the complex- 
ion of inventories in order to guide his 
company to profitable operations. 

The point of this analogy is that we 
should strive to obtain an overall perspec- 
tive on the inventory problem. Too often 
we are like Rufus, knowing and playing 
only our own parts of the music without 
attempting to understand the other fel- 
low’s problem. It seems rather futile to 
enter into a discussion of the problem and 
theories of inventory pricing and reserves 
unless we relate it to the fundamentals. 

Let’s step back and take a look at the 
problem. I believe it can be stated in three 
simple questions: 


1. How much stock de we have on 
hand—does it represent the lowest real 
investment consistent with the actual 
needs of the business? 

2. Do we have a continuous flow of 
supply and production to insure that ma- 
terials will be available when needed—on 
time? 

3. Does the inventory consist only of 
useable material, or product readily sale- 
able at its stated value? 


If the answer is “yes” to each of these 
three questions, we have also solved the 
problem of inventory pricing. In my opin- 
ion, the solution lies in recognizing the 
basic phases of the inventory problem and 
the application of certain fundamental 
rules to govern the rate of inventory turn- 
over. 

For purposes of discussion, the prob- 
lem breaks down into the following 
phases or factors which must receive our 
consideration : 





Labor Act Gains Favor 

A recent Gallup poll revealed 
that public support of the Taft-Hart- 
ley law is growing steadily. Of the 
people who had heard of the law, 
only 38 per cent. favored revision, 
compared with 53 per cent. last Au- 
gust. The experts conducting the 
poll also found that a great part of 
the public has heard or read about 
the labor act. A total of 72 per cent. 
of those polled said they had heard 
or read of it, while 28 per cent. 








said they had not. 
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Each phase of the problem yields to the 
application of fundamental principles—a 
set of rules or regulators. I recommend 
for your consideration eight regulators of 
inventory turnover. 

Let us first consider the regulators for 
the basic phases of the problem. 


FIRST, THE ORGANIZATION PHASE 


Fix Responsibility for Inventory 


The administration of inventories re- 
— the intelligent cooperation of all 
unctions of the business. The head of 
each function must be made aware of his 
responsibility and be charged with per- 
formance of the necessary duties. 

In practice, the establishment of an In- 
ventory Committee has proven to be an 
effective method of fixing responsibility 
and coordinating the various functions. 
This committee should consist of the ex- 
ecutives who head these functions: 


1. Sales—to tell us how much is 
needed to satisfy the expected demand for 
our products. 

2. Production—to determine what ma- 
terials are needed to permit economical 
production runs. 

3. Purchasing—to determine economi- 
cal sources of supply and obtain materials 
when needed. 

4. Accounting—to provide the funds 
required and insure proper balance and 
liquidity of the company’s investment. 

5. President or General Manager—to 
act as arbitrer, coordinating the view- 
points and needs of the various functions. 


SECOND, THE PLAN 


Forecast Material Requirements 

In order to keep inventories to an eco- 
nomical minimum and insure rapid turn- 
over, we must first know what we have 
and how much we must purchase. De- 
velopment of this plan, or forecast, is a 
joint responsibility of sales, production, 
purchasing, and accounting. Preferably, 
it is worked out by the Inventory Com- 
mittee. 

The basic steps in developing the fore- 
cast are: 
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1. A forecast of sales, for at least a 
twelve month period, in sufficient detail 
by product classification. 


2. Correlate the sales forecast with pro- 
duction schedules and capacities. 


3. Determine material available or to 
be purchased. How much must we buy to 
produce what we can sell at a profit? 


THIRD, THE PROBLEM OF INVESTMENT 


Examine Principles of Valuation 

The selection of the method to be used 
for pricing inventories depends upon the 
factors and conditions inherent in the in- 
dividual business. It is not possible to 
generalize—LIFO, FIFO, FILO, average 
cost, standard cost—any one of these may 
be the proper choice, depending upon 
the individual citcumstances. Whatever 
method is used, it must (1) correctly re- 
flect the income for a given period, and 
(2) conservatively state the worth of the 
inventory asset. 

We all agree that it is necessary to 
value inventories realistically, to eliminate 
the impact of fluctuating prices and la- 
bor costs, especially if such rises are due 
to non-standard practices or policies. 

Many theories and methods have been 
advanced for accomplishing this objec- 
tive. I believe we can avoid the danger of 
being caught with inflated inventories by 
controlling the rate of turnover and ap- 
plication of the following principles to 
our costing methods: 


1. Expense all operating supplies. Usu- 
ally these items contribute little to the 
value of the finished product. Much can 
be saved by eliminating the need for 
keeping detail records on items of little 
value. 

2. Expense fixed charges for de precia- 
tion, taxes, insurance, etc. This is a con- 
troversial point but it must be recognized 
that such costs do not contribute directly 
to the value of the product. If they are 
included in the burden rate and absorbed 
on man hours, machine hours, etc. inven- 
tory costs are inflated whenever the vol- 
ume of activity exceeds the level used for 
establishing the absorption rate. 

3. Expense costs of factory administra- 
tion, industrial relations, purchasing, cost 
accounting and other factory “headquar- 
ters’ expense. These costs are largely 
fixed and, in times of high volume, inflate 
inventories in same manner as deprecia- 
tion, taxes, etc. 


FouURTH, ADAPTION TO CHANGING 
CONDITIONS AND THE NEEDS 
OF THE BUSINESS 


Anticipate Changes in Markets and 
Product Lines 
Application of this rule requires close 
coordination with those executives re- 
sponsible for market research and engi- 
neering design. The controller must know 
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in advance of changes in the methods or 
areas of distribution of product. He must 
know of changes in product design, new 
models, discontinuance of old models, or 
alterations in the process of manufacture. 

With this information, it is his respon- 
sibility to protect the company’s invest- 
ment. He can discharge this responsibility 
by informing the Inventory Committee of 
the effect of a proposed action on prices 
and cost, and recommending the action 
necessary to ‘clean house” of inventories 


which will be obsoleted by the change. 
FIFTH, CONTROL 


Prepare Adequate Reports of Inventory 
Activity 

It is the responsibility of the controller 
to devise and operate efficient systems for 
recording the elements of cost, produc- 
tion, and inventories. With this data at 
his command he must analyze, interpret, 
and guide Inventory Committee action 
through the use of reports, charts, turn- 
over analysis, establishment of maximum 
quantity limits, etc.—all prepared in sufh- 
cient detail to permit complete under- 
standing of the problem. In his role of 
“watchdog of the company treasury’’ the 
controller must take a firm stand. Once a 
condition is recognized, he must follow 
through to see that actvon is taken. 

The controller must create an aware- 
ness on the part of the other executives 
of the effect of inflated or unbalanced in- 
ventories on the working capital of the 
company. It is an old axiom that “Inven- 
tories are the graveyard of business.” 

If these five “‘regulators’’ are put to 
work, we have a sound framework which 
will minimize the inventory problem. We 
next turn our attention to the operating 
phases of the problem. 


THE SIXTH REGULATOR, FOR THE 
PROCUREMENT PHASE 


Establish Procurement Schedules and 
Quantity Limits 
This is the responsibility of the Pur- 
chasing Agent working under the direc- 
tion of the Inventory Committee. Quite 
often the cause of overstocking or inven- 
tory unbalance can be traced to an ‘‘op- 
portunist” purchasing policy. 


This function should be carefully 
scheduled to: 
1. Insure that material is available 


when it is needed. 

2. Control stocks at the optimum levels 
for economical operation. 

3. Maintain inventory balance. 


SEVENTH, THE PROBLEM OF FLOW 


Establish a Material Control Procedure 

Low cost operation and rapid inventory 
turnover depend upon maintaining a con- 
tinuous flow of materials, supplies, and 
finished product through the plant and 
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into the hands of our customers. To ac- 
complish this, it is necessary to know at 
all times what we have, where it is, its 
stage of process, and its next movement. 

Material control, adapted to the needs 
of the individual business, will supply the 
answers. Haphazard methods can only 
create confusion, high costs, excessive 
scrap, and inventory losses. The system 
need not be elaborate, but should be in 
sufficient detail to permit management to 
“put its finger on” a given material or 
job at a moment's notice. 


EIGHTH AND LAST, VERIFICATION 


Take Physical Inventories at Regular 
Intervals 


Your reaction to this rule is probably 
“This must be done before the statement 
can be certified.’’ That is true, verification 
is required and necessary to correctly de- 
termine profits for the year. However, an 
important phase of inventory verification 
that does not receive sufficient -attention 
is the matter of obsolescence. 

The physical inventory records should 
be used as the basis for determining those 


“items which are obsolete, slow moving, or 


otherwise not readily saleable. This re- 
view should be made by the Inventory 
Committee and definite action taken—-sell, 
scrap, or write down in value. 

In our Company, we have used the fol- 
lowing formula to determine the write 
down of slow moving inventories: 


a. One year’s normal requirements are 
carried at full value. 

b. A second year’s requirements are 
carried at half value. 

c. All in excess of two years’ require- 
ments is written down to scrap value. 


Once established from the physical in- 
ventory record, the review of slow mov- 
ing and obsolete material must be kept up 
to date. A review by the Committee 
should be made at least’ once a quarter. 
Continual follow through and ‘policing is 
the only way to make it work. 

Those are my eight regulators of inven- 
tory turnover. To summarize: 


1. Fix responsibility for inventory. 

2. Forecast material requirements. 

3. Examine principles of valuation. 

4. Anticipate changes in markets and 
product lines. 

5. Prepare adequate reports of inven- 
tory activity. 

6. Establish procurement schedules and 
quantity limits. 

7. Establish a material control proce- 
dure. 

8. Take physical inventories at regular 
intervals. 


If we apply the eight regulators effec- 
tively, the problem of inventory pricing 
becomes incidental. We will not need 
general valuation reserves as a “crutch” to 
ward off the impact of deflation. 








How To Get the Most Out of Your 


Insurance Coverage 


As corporate controllers, each of you 
will recognize the ordinary types of losses 
which develop in industry. Each of you is 
connected in one way or another with 
business and industrial firms, and your 
concerns are primarily interested in mak- 
ing profits. The only way to stay in busi- 
ness and to make profits is to take 
chances, or risks. Business leaders many 
years ago discovered that they could pass 
on to others, certain substantial risks 
against losses. The casualty and fire in- 
surance businesses were the logical 
sources for such risk assumption, and so 
they became passengers on a fast moving 
train, a gravy train for them, and they 
tode along comfortably as the industrial 
growth expanded. 

The unfortunate thing about the ride 
is the fact that many of the insurance 
people seemed to feel that they were rid- 
ing on a 1913 model train, and that they 
need not change their thinking so that 
they could ride on the 1948 model of 
industry's streamliner. 

Needless to say, management tech- 
niques have completely changed, account- 
ing procedures have changed. You have 
substituted high speed, efficient and auto- 
matic business machines for costly, old 
fashioned, tedious manual operations in 
your offices. Your manufacturing equip- 
ment is new and modern. You are con- 
stantly streamlining all methods to im- 
prove your chances for making profits. 
Yet insurance thinking has not changed 
to any appreciable extent, although in the 
past few years drastic changes have been 
forced upon the insurance industry by 
some enterprising large business firms. 
They became “‘sick and tired” of many 
policies, complicated terms, alibis and ex- 
cuses in connection with claims and the 
increasing costs of their insurance. They 
finally realized that their insurance 
changed, only to the extent that every 
time they mentioned some new or differ- 
ent operation, they ended up with a 
handful of more policies and more bills. 

Management has contributed to hap- 
hazard insurance buying in several re- 
spects. 

First, they permitted insurance to be 
handled by anyone in the organization, 
regardless of what that person knew 
about insurance, or was willing to learn 
about it. 

The insurance program should, in 
every case, be under the direct control of 





By Haroxip W. Horton 


Insurance Analyst, Los Angeles 


the financial head of the company, rather 
than to be treated as a routine, clerical 
function. 

Second, the insurance has been “‘given” 
to a broker or agent who is a friend, a 
relative, or a fraternity brother. It has 
been handled in the back room, on the 
golf course or over a friendly drink. 

In watching dollars spent by your pur- 
chasing agents, you do not permit such 
procedures. For example, suppose a di- 
rector or a relative of the president owned 
a big-car agency, and your company was 
in the market for a small automobile to 
be used in the business. Would he direct 
the purchasing agent to spend $5,000 
when $2,000 would do the same job? 
Obviously not. That is just the approach 
used by many insurance producers: ‘Do 
business with me because I am your 
friend.” And that is why many of the so- 
called ‘big’ producers maintain expen- 
sive memberships at social or country 
clubs. They are excellent places to meet 
and be friendly with your directors and 
presidents. But how many controllers, fi- 
nancial men and purchasing agents can 
you meet there on a Wednesday after- 
noon ? 

Many progressive managements have 
seen the need for bringing insurance buy- 
ing into the front office, thus taking it 
out of the tap room at the club and off 
the golf course. They are recognizing the 
need for placing insurance at a somewhat 
higher level, that it should be given more 
consideration than that given to the pur- 
chase of such office supplies as pens and 
pencils. Many concerns buy insurance 
under conditions of open competition. 
Indeed, there is a reversal in an old trend. 


VARIED CLAIMS 


A few examples of loopholes or pit- 
falls which exist as a result of the “Gravy 
Train” will serve to bring you up-to-date 
on the need for a better understanding of 
the problem. You are acquainted with 
some of the usual types of third party 
liability claims with which management 
is faced. You who are engaged in the 
food processing business have had claims 
alleging cockroaches in bread or ground 
glass in milk. 

But how many of you follow the unusual 
claims, such as the one with which a New 
York hotel became embroiled? A young 
lady was seen entering her room with a 
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man. Certain of the hotel employees did 
not ‘recognize him. They waited some 
time and then broke into the room, ap- 
parently doubting the lady’s marital status. 
Their lack of foresight and judgment re- 
sulted in a jury awarding her $5,000 for 
“shame, humiliation and mental anguish”. 
The visitor was in fact, the young lady's 
husband, visiting her on a six-hour pass 
from the army. 

We do not know if insurance was car- 
ried against that claim, but we do know 
that protection is available. Some of you 
may have a specific need for such cover- 
age, especially if you do business direct 
with the public. Other forms of liability, 
not commonly recognized, include adver- 
tising and broadcasting, patent and copy- 
right infringement, plagiarism, _ libel, 
slander, false arrest and even racial or re- 
ligious discrimination protection. 

Any corporation is a target for third 
party liability claims—either legitimately 
or as a means of legalized blackmail. 
Liability policies can be made _ broad 
enough to include these exposures. 

Going further, do your present policies 
have the phrase “Caused by accident’? 
A firm operated a large forging hammer 
that shook the neighborhood every time 
it came down. Eventually foundations in 
nearby buildings became loose and un- 
safe. The firm was faced with numerous 
claims. They were not covered by any 
policy they had. Why? Because the dam- 
age arose out of a normal and usual busi- 
ness process. There was no unusual, un- 
expected and sudden happening. The 
damage was not caused by accident. 

Do you have the “Care, custody and 
control” clause in your policies? 

If you occupy warehouses belonging 
to others, does your lease agree that you 
will return the buildings in the same con- 
dition as when you took them over? 

What can happen if the buildings are 
destroyed by fire ? 

Can the fire insurance companies bring 
a suit against you . . . alleging your neg- 
ligence . . . after having paid the loss? 
Maybe! More and more of them are do- 
ing it all of the time. If they can, and you 
have the usual “Care, custody and con- 
trol’ clause in your policies, you can be- 
gin to look for trouble for you have no 
protection. But that does not mean that 
you do not have either a legal or con- 
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TWO BOOKS OF IMPORTANCE 
To Controllers and Other Corporate Officers 


ACCOUNTING SURVEY 
OF 525 CORPORATE REPORTS 


[Fiscal Years ending July 1946 to June 1947] 


HIS STUDY, just completed by the Research 

Department of the American Institute of 
Accountants, is not a collection of corporate 
reports but a 


DETAILED BREAKDOWN 
of 525 reports, by topics, 
SHOWING VARIATIONS 


in the accounting treatment, form and termi- 
nology of some 70 items appearing in the bal- 
ance sheet, income statement, accountants’ re- 
ports, and _presidents’ letters. Excerpts of 
interesting and unusual items from various 
sections of the reports are included. The 
Survey will be of great interest and value to 
certified public accountants and accounting 
officials of corporations. 


The cumulative results were based on an ex- 
amination of a cross-section of industrial 
reports, including companies engaged in 
manufacturing, wholesaling, retailing, non- 
ferrous mining, and oil producing 


The compilation and analysis of the material 
on which this document is based, if privately 
done, would cost an accounting firm or busi- 
ness organization several thousand dollars. 
The price of the study is 


$10 a copy (multilithed) 


(Add 2% sales tax if delivered in Greater New York) 


CHALLENGES TO THE 
ACCOUNTING PROFESSION 


HE THOUGHTFUL AND STIMULATING pa- 

pers presented at the 60th Annual Meeting 
of the American Institute of Accountants have 
been published in pamphlet form under the 
above title so that all interested in account- 
ing—public accountant, company executive, 
teacher, and student—may know the opinions 
of a group of men well qualified to speak on 
important accounting matters. Following are 
some of the subjects and authors: 

Accounting Aid in Labor-Management Relations, by 


» Donald R. Richberg, Attorney. 


Accountancy Legislation and the Public Accountant, 
by Walter G. Draewell, CPA. 


Use of Accounting Data in Economics and Statistics, 
by Dr. Stuart A. Rice, Bureau of the Budget. 


Plain Talk in Accounting, by James J. Caffrey, Chair- 
man, Securities and Exchange Commission. 


Accounting Services to Management, by Eric A. Cam- 
man, CPA. 


The Federal Tax Outlook, by Roswell Magill, Attorney. 

Case Studies on the Natural Business Year, by L. C. J. 
Yeager, CPA. 

Accountants’ Liability, by Norman J. Lenhart, CPA. 


Incentive Pay Plans Applied to Acountants’ Offices, by 
Ralph B. Mayo, CPA. 


Basic Information Concerning Candidates Writing the 
Uniform CPA Examination, by Norman Lee Burton, 
Educational Director, American Institute of Ac- 
countants. 


The papers presented at the Institute meetings 
each year are always in considerable de- 
mand, and the booklets go out of print quickly. 
Better order your copy of “CHALLENGES” 
today. 


80 pages: Heavy paper binding 
Price $1 a copy, postpaid 


(Add 2% sales tax if delivered in Greater New York) 


AMERICAN INSTITUTE OF ACCOUNTANTS 


13 East 41st Street, New York 17, N. Y. 
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tractual obligation that your corporation 
can get out of paying. 
CHECK ‘“‘COo-INSURANCE”’ 

Some of the ordinary aspects of fire in- 
surance were recently high-lighted by a 
news report concerning a large fire in 
Grand Rapids, Michigan. There were 
eleven companies carrying $1,000,000 in- 
surance between them. A $474,187.60 
fire loss occurred on May 30, 1947, with 
only one company paying voluntarily its 
pro-rata share. The news report indicated 
that the 10 companies did not make pay- 
ment because the building was not in- 
sured to value, as provided by 90 per cent 
coinsurance clauses in the policies. 

It is our contention, in spite of state- 
ments to the contrary by the insurance 
public relations departments, that difficul- 
ties do sometimes arise in loss settle- 
ments; and that there might have been 
less trouble in the case reported if there 
had been fewer companies, fewer policies 
and if the coinsurance clause had been 
neutralized in some manner, as known to 
many of you. 

The settlement question was _high- 
lighted by another news report coming out 
of Florida last fall. It concerned their de- 
structive hurricanes, and referred to a 
feeling of bitterness toward insurance 
companies by the public. The news item 
expressed the feeling that the insureds 
should have been “compelled” to. read 
their policies. As policies are now writ- 
ten, we think this is good advice. The in- 
sureds would discover some other things 
they did not know. But we think there is 
a still simpler solution. Why not assist 
the companies to write the policies, so 
that both sides understand them and they 
become in fact, bilateral contracts instead 
of unilateral contracts? Management 
could help to make the policies so that 
they would be easy to read, and would 
therefore be read. 

It must be admitted that most settle- 
ments are on a friendly basis, but it is 
only a matter of degree between differ- 
ences of opinion, that changes a friendly 
settlement into a hostile lawsuit. If you 
know what you are doing when a loss oc- 
curs; if you have detailed and proper rec- 
ords; and if your stand is well taken, you 
can have all kinds of fun with insurance 
adjusters. 

When they start to maneuver, when 
they start to horse-trade, you can sit back 
in your chair, smile pleasantly but firmly, 
and state your case . . . with the records 
to prove it. Then you can demand and get 
every dollar of your claim. 

We suggest that you question seriously, 
your fire insurance rate structure. Find out 
why it is high, why were certain rating 


methods used ? Especially with new rating . 


boards springing up. They can be wrong, 
and many of them will be wrong. Unless 
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you have the courage of your convictions 
and the will to fight your case, there will 
be attempts to walk all over you. If so, 
your insurance costs may increase. 

Of course, with the questioning atti- 
tude we. have suggested, you can easily 
bring down upon your head the wrath of 
a producer's indignation. He may become 
angry ‘to think that you would question 
his word’’; but remember this, you have 
only one loyalty. That is to your company, 
the pocketbook that is paying your salary, 
and not to any outsiders. We have never 
been able to understand why the pro- 
ducers resent honest efforts by manage- 
ment men, who try to do the right kind of 
job for their own company. 

And so, we have created a problem, we 
have shown you some of the pitfalls of 
insurance buying. What is the answer, the 
solution to it all? 

First, learn all you can about insurance, 
its strengths and weaknesses. Talk to your 
other management friends, as for ex- 
ample, other members of the Controllers 
Institute. Get into round table discus- 
sions, talk to various competitive insur- 
ance interests and subscribe to a few trade 
journals. Interesting comments are made 
by such authotities as Roger Kenney in 
the “United States Investor.” 

Second, learn a few of the “ins and 
outs’ of insurance operations. Let us as- 
sume that one-half of you buy insurance 
critically and competitively; while the 
other half buys it automatically from one 
or more sources without question. It is 
safe to say that the insurance companies 
are aware of this split. So what happens ? 
All of the members of the first group 
have their files marked with red flags, and 
are marked "Special Handling.” Special 
Handling accounts are treated like China 
dolls and may be mentally abused by the 
carriers, but they receive outstanding serv- 
ice. They receive preferred rates, conces- 
sions and treatment, and at the same time 
are considered as valued customers! The 
other half, too, are valued customers, but 
their treatment is the standard method, 
which we will not discuss. We recom- 
mend and believe that all firms repre- 
sented in this room should be “Special 
Handling” accounts. It is up to you to 
make it that way. 

Third, as far as costs are concerned, 
“Raise Hell!” The “Special Handling” 
accounts do. They want to know why 
their rates go up, and what needs to be 
done to bring them down. Question your 
rates, your loss ratios and your loss re- 
serves. 

Fourth, buy policies for your own 
benefit, to suit your own needs. It is simi- 
lar to buying an automobile. You would 
not buy an automobile without a steering 
wheel, or without brakes. You would look 
under the hood to see if there was a mo- 
tor, and you would try it out to see if it 


runs properly. Yet you accept insurance 
policies without looking inside the cover, 
without finding out for sure what there 
is, Or is not in the policy that will give 
you the performance you are led to be. 
lieve you can expect. When a loss occurs 
it is too late to amend a policy which does 
not cover a particular loss. 

Combine all similar coverages, place 
them in packages and buy insurance to 
cover all related hazards. Do not accept 
“automatic” renewals, that is, automati- 
cally. Review each policy as though it 
were a new coverage. You might find 
something that was not in the old policy. 

In all negotiations, be on the up and 
up with the underwriters. Don’t try to put 
anything over on them. Lay your cards on 
the table, explain what you want and why 
you want it. If your relationship with the 
underwriters is on the basis of a clean- 
cut business transaction, you will be able 
to stand firm in your demands. 

Fifth, chose your own companies with 
care. Use your own ability to analyze fi- 
nancial statements, and permit only the 
best carriers to provide your protection. 
Don’t assume that because a broker or 
agent hands you a policy from any com- 
pany, that it will be in a position to pay 
your claim three years from now. There 
have been companies in the past that have 
found themselves in financial difficulties, 
and it can happen again. We urge you to 
verify your companies independently. 

Sixth, recognize the sales agents’ inter- 
est in selling you policies. It is his source 
of income. He is loyal to his commit- 
ments, just as you and I are loyal to ours. 
Needless to say, he is in a position to de- 
fend his commission interest and he is 
even now doing just that, strongly. 

Seventh, take your insurance buying out 
of the back room. Talk to competitive 
markets. Don’t invite a battle between 
two producers, whose only interest is to 
make a sale, but do make certain that you 
have thoroughly canvassed all markets 
that provide a solution to your problems. 


“Dos AND Don’Ts” 


Summarizing these ideas, make certain 
that the financial officer supervises all in- 
surance matters. He is the one who must 
report uninsured and partially insured 
losses to his directors. 

Don’t “‘give’’ your insurance away, it is 
not a form of charity! Buy it! 

Be selfish for your company’s interest 
... and stop worrying about the pro- 
ducers! They can take care of themselves. 

Be claims minded when you buy your 
protection. Ask yourself what the adjuster 
will do when a loss occurs? ... in aa- 
vance! 

Buy your protection in packages, thus 
reducing paperwork and loopholes in 
coverage. 

Avoid, above all, academic discussions 
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on the relative merits of various classes of 
carriers: Stock, Mutual and. Reciprocal. 
There are excellent companies in each 
group, otherwise the ‘classes’ or “class” 
as such would never have survived so 
long. Investigate each company on it’s 
own merits. 

In conclusion, help to make the insur- 
ance business get off the “Gravy Train,” 
make them take a few constructive steps 
toward streamlining their business so that 
it can be of better service to you. As you 
are awate, they have voluntarily and 
through their own efforts placed them- 
selves in a position from which there is 
no retreat. They have forced the govern- 
ment to tell them to conduct their busi- 
ness in the public interest. 

Those of you in the construction busi- 
ness can picture a situation where all con- 
cerns in the contracting field might be 
forced by law to submit all of your con- 
fidential experience, knowledge and costs 
to a central bureau. That bureau having 
the power to tell you that you cannot im- 
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prove your techniques without their ap- 
proval, that you cannot do anything spe- 
cial for your customers and that you can 
charge only approved costs. Ridiculous ? 

That is just what the insurance indus- 
try has drifted into, and they are all con- 
fused. It can be likened to a recent mo- 
tion picture... Walt Disney's “Fun 
and Fancy Free,” in which the story is 
told of ‘Mickey and Beanstalk.’ With 
due credit to the children’s home record- 
ing, the narrator says “A mysterious 
shadow crept over Happy Valley. When 
it lifted, all was misery, misery, misery.” 

Thus the jnsurance companies are oper- 
ating under a shadow . . . the fear of 
federal regulation . . ., and if they are 
not careful they too, will be filled with 
“misery, misery, misery.” If misery loves 
company, the only company they will 
have to console themselves with, will be 
the insurance buying public; and espe- 
cially, your segment of buyers . . . the 
large, multiple-location, special problem 
risks. 
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Aid to Brazil Surveyed 


Brazil has been selected as the second 
of a series of case studies by the Twen- 
tieth Century Fund of how American fi- 
nancial aid and technical skills can be 
used to assist other countries to attain 
higher standards of living through de- 
velopmental and industrialization pro- 
grams, according to an announcement 
made recently by the Fund. The first 
study was made recently in Turkey and 
the results will be published soon. 

The Fund has appointed George Wythe 
to direct the survey of Brazil’s resources 
and developmental possibilities. Dr. 
Wythe is on leave from his post as Chief 
of the American Republics Unit of the 
U. S. Department of Commerce. He 
served previously as U. S. Commercial 
Attaché in Mexico City and as Commer- 
cial Attaché at large in Europe. Dr. 
Wythe is a lecturer on economics at 
American University and is the author of 
Industry in Latin America. 


How the Nation’s Output of Goods Was Used in 1947 and 1946 


The uses made of the goods produced 
by the people of the United States in 
1947 and 1946 are disclosed in the ac- 
counts recently released by Economic 
Accounting, Inc., a privately financed re- 
search institute. 

During 1947 an average of 59,465,000 
persons worked to produce goods for con- 
sumption and to increase productive and 
comfort facilities. The quantity of goods 
produced in 1947 was little, if any, 
larger than the quantity produced by 
57,260,000 workers in 1946. A larger 
number of persons worked but average 
hours were shorter and agricultural pro- 
duction was handicapped by drought. 

The total supply of goods produced in 
1947 was priced at $235.3 billions. Unit 
ptices were higher as approximately the 
same quantity of goods was priced at 
$208.5 billions in 1946. The average 
price was about 13 per cent. higher in 
1947 than in 1946. 

Families and individuals received about 
72 per cent. of the goods produced in 
1947 as compared with 71 per cent. in 
1946. Owing to the increase in popula- 
tion this slightly larger share of goods 
was not sufficient to enable the average 
family to live better in 1947 than it did 
in 1946. Changes in prices of wages of 
various classes of employees and earnings 
of self-employed workers enabled some 
families to live better but forced many 
families to live poorer. This is one effect 
of economic actions which cause changes 
in prices and fail to increase production 
or to more equitably distribute the avail- 
able goods. 


One notable change from 1946 to 1947 
was the decrease in the use of goods by 
governments (federal, state, and local) 
from 15 per cent. to 12 per cent. of the 
total. The decrease in dollar valuations 
was from $30.7 billions in 1946 to $28.7 
billions in 1947. Another substantial 
change was the increase in net exports 
from $4.8 billions or 2 per cent. in 1946 
to $8.7 billions or 4 per cent. in 1947. 

Business enterprises used 12 per cent. 
of the total dollar valuations of produc- 
tion in both 1947 and 1946 to replace 


USED BY: 
Families and Individuals 
Residential construction—non-farm 
Durable goods 
Nondurable goods and services 


Total usage 


Governments—federal, state, local 
Purchases from business enterprises 
Services of employees 


Total usage 


Rest of World 


Exports of goods in excess of imports 


Business enterprises 
Construction 
Durable equipment 
Increase in inventories 


Total usage 


Total price of all goods used 


and increase productive facilities. The 
amounts were $28.6 billions in 1947 and 
$26.0 billions in 1946. About one-half 
of these amounts represented replace- 
ments of facilities consumed in produc- 
tion and the other half was for increase 
of facilities. The increase in facilities in 
the two years was probably sufficient to 
provide productive facilities for about 2.5 
million new workers. 

The economic accounts for the use of 
goods, compiled by Franzy Eakin, director 
of Economic Accounting, Inc., follow: 








Amounts Cents per Dollar 
(billions of dollars) of Total Price 
1947 1946 1947 1946 
4.9 3.3 
19.8 14.9 
144.6 128.8 
169.3 147.0 72 71 
11.8 9.5 
16.9 21.2 
28.7 30.7 12 15 
8.7 4.8 4 2 
Pm | po 
17.9 12.4 
5.0 8.4 
28.6 26.0 12 12 
252.3 
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Long-Term Price Rise “Practically Inevitable” 

That a long-term vise in prices is practically inevitable 
was asserted by Dr. Sumner H. Slichter, of Harvard Unt- 
versity, recently. He added that if the federal government 
should decide on a policy of discouraging trade unionism, 
this situation might be changed, but he doubted if the un- 
ions would be so weakened by government action as to pre- 
vent continuance of their present inflationary role. 

“Despite all the nonsense written to the contrary,” Dr. 
Slichter said, “prices are based on costs and the princtpal 
element in costs is wages. If wages go up, prices follow al- 
though often not to the same extent, as management finds 
new and better machines and processes to offset in part high 
wage costs. To the extent, however, that wages rise more 
than the production per man increases, the higher wage 
must find reflection in higher prices.” 


Pity Posterity! 
Pondering the national debt, ““Tax Outlook” was moved to 
observe: “If posterity inherits this debt from us, it will be the 
end of ancestor worship.” 


State Sales Taxes Doubled in Five Years 

Within five years, state sales taxes have doubled. They ac- 
count at present for more revenue than any other type of 
state levy. According to the Federation of Tax Administra- 
tors, state sales taxes took a $1.3 billion bite out of the 
American spending budget in 1947. This was nearly $300 
million above 1946 and the rise is expected to continue be- 
cause of foreign aid programs which will sustain high levels 
of production, the recent federal income tax cuts which will 
stimulate spending, afd the continuation of the inflationary 
spiral. 

At present, 27 states levy general sales or gross receipts 
taxes. During 1947, Connecticut, Maryland, Rhode Island 
and Tennessee hopped aboard the bandwagon. California 
led the sales tax collection parade with $261 million in 


1947. 
“Pay-As-You-Go” for Heavy Equipment 


The most efficient way for industry to finance purchases 
of heavy equipment for expansion and modernization is a 
“pay-as-you-go” plan whereby progressive payments are 
made to the manufacturer in monthly amounts over the 
manufacturing period of a piece of equipment. These pay- 
ments, G. G. Main, Assistant Treasurer of Westinghouse 
Electric Corporation, declared recently, would cover cost of 
materials and labor. They would apply only to large cus- 
tom made equipment in cases where the manufacturing 
period would be longer than four months and the cost ex- 
ceeding $400,000. Ultimate savings to the purchaser would 
be possible, Mr. Main said, and in addition, the plan could 
help eliminate the need for over-extension of credit on the 
part of manufacturers. 


Still No Tax on Puns! 
Declares a southern newspaper: ““Taxes are the fine we pay 
for reckless thriving.” 


Vacation Trends and Policies Surveyed 

Unanimous approval was given to vacations with pay in a 
recent survey of company policy by the National Office Man- 
agement Association. Two weeks vacation with pay, after 
one year of service, is the pattern within most of the 900 
companies participating in the study. Approximately one- 
third of the firms allow one week of vacation after six 
months service. Three week vacations require at least five 
years, and many companies require 15 years. 

In a study of vacation trends by the National Industrial 
Conference Board, the two most important areas in which 
the trend for 1948 seems evident are in the further liberali- 
zation of vacation allowances for long service employees 
and the granting of extra time or extra compensation to em- 
ployees having a vacation period in which a normal holiday 
occurs. Continued attention will be paid this year, the study 
notes, to the possibility of shutting down plant operations 
for a given period in order that the vacations of both salaried 
and hourly paid employees may be disposed of at one time. 


Many Social Security Changes Proposed 

More than a hundred bills dealing with proposed Social 
Security changes confronted Congress early this year. Seventy 
called for an increase in old age. surviver’s insurance, 41 for 
additional old age assistance and 27 for changes in unem- 
ployment compensation formulas. Thirteen covered aid to 
dependent children. 

An analysis by an N.E.A. correspondent comes to the con- 
clusion that underwriting the costs of all of these benefits 
would require an increase in the Social Security levy from 
the present 1 per cent to approximately 8 per cent, and that 
increase contemplates assessment of the tax against the fwst 
$4,800 rather than the present $3,000 of annual income of 
covered workers. 


Controller Needed 

The field of controllership has no apparent limits. When 
the management of the Baltimore Colts, of the All-America 
Football Conference, was recently considering the prospects 
for the autumn 1948 season, Admiral Jonas H. Ingraham, 
the Conference Commissioner, pointed out that pro-football 
is big business, and that last season’s 200,000 clicks of the 
turnstile had dredged up nothing but red ink. 

The worthy commissioner then suggested that all the 
team needs is a couple of “name” linemen—and a con- 
troller. 

We presume the job would carry a 50 yard line compli- 
mentary pass for the season. 

Applicants, please form line to the right! 

—PAUL HAASE 
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“Our insurance today most efficient... effective... economical.’ 











FOR FIFTY YEARS 
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Insurance Counsel at its Professional Best 


NEW YORK SEATTLE 








World-wide developments formed 
the core of the deliberations at the 1948 
Eastern Spring Conference of the Con- 
trollers Institute of America, April 4-6, 
at the Hotel Claridge, in Atlantic City. 

More than 200 corporate controllers 
and financial officers heard warnings 
that the United States must concentrate 
its strength and prestige to repel the 
subversive forces now active in many 
parts of the world. The galaxy of 
speakers who addressed the conference 
included: 

Martin Gainsbrugh, Chief Economist, 
National Industrial Conference Board, 
New York; Theodore O. Yntema, Re- 
search Director, Committee for Eco- 
nomic Development; Dr. Neil Car- 
others, Dean, School of Business 
Administration, Lehigh University; 
George S. Dively, President, Harris- 
Seybold Company, Cleveland; Joseph 
E. Pogue, Vice-President, Chase Na- 
tional Bank of New York; Henry Haz- 
litt, Financial Editor, Newsweek, New 
York; The Honorable Alger B. Chap- 
man, Commissioner of Finance and 
President of Tax Commission, State of 
New York; Ellsworth C. Alvord, Senior 
Partner, Alvord & Alvord, Washington, 
D. C.; and Joseph Stagg Lawrence, 
Vice-President, Empire Trust Company, 
New York. 

Analyzing ‘Cost Factors versus Lower 
Prices,’ Mr. Gainsbrugh pointed out 
that “a highly volatile new element has 
been introduced into the price equa- 
tion. We seem to be moving rapidly 
into the initial stages of a giant rearma- 
ment program, possible similar in di- 
mensions to that of the year ending 
with Pearl Harbor. In that calendar 
year we spent about $10 billion for de- 
fense; in the months immediately pre- 
ceding the attack, defense expenditures 
hit an annual rate of nearly $20 billion. 
At today’s price level, such a program 
would cost at least twice that amount. 

“This is not intended as a forecast of 
the cost of implementing the European 
Recovery Program along military as 
well as economic lines. Thus far, the 
additional proposed expenditures are 
far less, in official statements. But these 
figures are indicative of the rapidity 
with which such expenditures might 
mushroom, once the initial commitment 
has been made.” 

To the question “Where Are We 
Now in the Business Cycle?,” Dr. Car- 
others answered that the United States 
is in the third stage of war economics. 
The first, the unnatural economic ac- 
tivity of the war period, was followed 
by the reconversion stage. 





Effect of World Developments on Controllership 


“For two years,” Dr. Carothers de- 
clared, “we have been in the third stage, 
the first postwar boom. It has been 
the most bloated and feverish boom in 
all history, with the most stupendous 
retail sales, volume of production, na- 
tional income and volume of employ- 
ment in the history of the nation. It 
has been marked by the most rapid rise 
of prices and the highest wage scales in 
history. 

“That it could not continue should 
have been obvious to any informed per- 
son. But all parties responsible for it went 


blindly on. 
WIDE RESPONSIBILITY 


“The chief culprits were the buying 
public, business enterprise, labor unions 
and the government. The public, instead 
of saving, has been spending its war- 
time savings and its huge wage receipts 
like a drunken sailor, even going into 
debt for high-priced consumer goods. 

“Business enterprise has been engaged 
in a reckless competition for materials 
and equipment, forcing commodity 
prices to absurd levels and making long- 
time commitments. 

“Labor unions, by every means, ex- 
torted higher wages and shorter hours 
from weak-kneed and short-sighted em- 
ployers, adding still further to the price 
rise developed by inflationary torces. 

“And our government has adopted 
policies directly opposite to those it 
should have adopted. It continued to 
spend money on an astronomical scale. 
It continued to levy wartime tax rates. 
It even, for a time, attempted to main- 
tain price-control laws. 

“There is no policy so inflationary in 
a boom period,” he continued, ‘‘as keep- 
ing prices down by law. It merely 
means abnormal consumption and ex- 
haustion of all supplies, followed by 
collapse of price control. The adminis- 
tration’s concern over inflation has been 
chiefly political, in response to the 
howls of a public which has no concern 
over inflation but wants inflation wages 
and inflation profits with prewar con- 
sumer prices. The administration has 
been catering to labor groups which de- 
mand $3 an hour but insist on 40-cent 
butter and 50-cent steaks and $2 shirts. 

“What the government should have 
done was to cut government expendi- 
tures to the very bone, our taxes to the 
same pattern, and leave prices and ra- 
tioning to the economic system. High 
prices are the economic system’s auto- 
matic effort to stop high prices.” 

Today's corporate problems, with 
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Probed at Eastern Controllers’ Conference 


particular emphasis on current develop. 
ments in connection with capital tre. 
quirements, constituted the topic for 
consideration at the Monday afternoon 
session of the conference, during which 
George S. Dively, President of Harris. 
Seybold Company, Cleveland, declared: 

“If we are to retain the effectiveness 
of our competitive system, in spite of 
the rapidly changing social and political 
environment, then management must do 
a better job. More intelligent forward 
planning must replace the pre-war mo. 
mentum or ‘follow your nose’ ap- 
proach. The continuing evolution from 
owner-management to trained, profes- 
sional-type management should permit 
faster development in this field. In the 
process, the Financial Department has 
heavy responsibility, plus unlimited op. 
portunities for individual expansion.” 

Mr. Dively stressed particularly the 
Financial Department's responsibility in 
connection with the monthly budgets 
and controls, which must fit in with a 
policy of “overall programmed manage- 
ment.” This includes day-to-day oper- 
ations, checking what has been done on 
a factual basis, trying to get the facts 
and relating them to the firm’s budget 
standards, as well as the best-known 
practices in the industry, the community 
or business in general. 


CAPITAL PROBLEMS 


Indicating the capital problems of all 
industry by reference to the petroleum 
industry, Joseph E. Pogue, Vice-Presi- 
dent of the Chase National Bank, New 
York, stated that high income taxation 
and restrictive federal regulations in 
the securities market have seriously 
affected the ability of oil companies to 
raise capital through the sale of pre- 
ferred and common stocks. 

“The drying up of risk capital re- 
sulting from regulation of the stock ex- 
changes, limitations on the use of credit 
in the purchase of securities, and the 
high taxes on personal income have 
made equity financing difficult and 
costly,” Mr. Pogue said. 

“The petroleum industry, as an exam- 
ple, has not been enabled to use this 
source of funds to full extent. As a re- 
sult, it would appear that one of the prin- 
cipal reservoirs of funds is not fully 
available and greater dependence must, 
therefore, be placed ‘on the price level 
for oil and on borrowings’ to generate 
the capital needed for expansion. If 
this example is typical, it should fol- 
low that an effective means of offsetting 
high prices in general would be a rfe- 
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Jaxation of existing rigid controls on 
stock trading and a reduction in the in- 
come taxes levied against savers.” 


INVENTORY PROFITS 


The conference banquet, on Monday 
evening, heard Henry Hazlitt, Financial 
Editor of Newsweek, declare that “a 
great part of the bookkeeping profits of 
1946 and 1947 were the result of the 
rise in the market value of inventories. 
This inventory profit is a non-recurring 
profit. Once prices stabilize at the new 
high level, there is no further inven- 
tory profit. But if a corporation is to- 
day doing the same volume as before, 
it must now lay out as a cost twice as 
much as before to buy the same volume 
of inventories. 

“The falsification of accounts by a fall 
in the purchasing power of the mone- 
tary unit is even more strikingly brought 
out in the case of depreciation charges. 
A corporation cannot charge off for de- 
preciation a total amount higher than 
the original cost of the machinery or 
plant or other asset that it is depreciat- 
ing. But when it comes to replace this 
property, it finds that equivalent ma- 
chinery and plant will cost twice as 
much. 

“The total effect of these falsified re- 
sults, brought about by a depreciating 
money unit, has been enormously to ex- 
aggerate, not only in the public mind, 
but in the minds of most business men 
themselves, the extent of the profits 
they are making. They are dollar 
profits, but not profits in terms of com- 
mand over goods. During the inflation 
in Germany, many a firm found itself 
bankrupt while its books were showing 
record profits in terms of marks.” 


TAX PROSPECTS 


Reviewing the prospects for federal 
taxation in 1948, Ellsworth C. Alvord, 
who is Chairman of the Committee on 
Federal Finance of the Chamber of 
Commerce of the United States, pointed 
out that the United States can spend 
the amounts needed to restore its mil- 
itary strength and at the same time work 
towards a sound peacetime tax system. 

The key, he said, is the reduction of 
all other expenditures. Every dollar 
now demanded for military strength 
can be diverted to the military from 
other activities. The unsound fiscal and 
other government policies, the un- 
precedented peacetime expenditures, 
and confiscatory wartime taxes are seri- 
ously sapping our strength, he added. 

Simplification and rationalization of 
state and federal tax structures was em- 
phasized as a prime need by Alger B. 
Chapman, President of the New York 
State Tax Commission. Mr. Chapman 
said that while local-state relationships 
deserve attention, “the great core of the 
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“Production’s No Picnic!” 
“Payrolls Play Their Part!” 
“Prices Are Not Profits!” 
“Profits For a Purpose!” 


Controllers and Financial Officers: 


Hear these vital subjects discussed at the 


1948 Midwestern 
Controllers Conference 


under the sponsorship of the 


Twin Cities Control 


Conference Theme: 


“GEARING FOR 
THE FUTURE” 


Mark you calendar now for the 
1948 Midwestern 
Controllers Conference 


Hotel Lowry | 
May 16-17, 1948 | 
St. Paul, Minnesota | 


























Guaranty Trust Company of New York 


140 Broadway 


Fifth Avenue at 44th St. 


Madison Avenue at 60th St. 


London «+ Paris «+ Brussels 


40 Rockefeller Plaza 











Condensed Statement of Condition, March 31, 1948 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
U. S. Government Obligations . 
Loans and Bills Purchased . . 
Public Securities . ... . 
Stock of Federal ReserveBank [. 
Other Securitiesand Obligations . 
Credits Granted on Acceptances . 
Accrued Interest and Accounts 

Receivable ... ... e« 
Real Estate Bonds and Mortgages . 


$  85,390,399.10 


- $ 660,500,756.54 
ayers’ sa re) Se 1,158,058,374.10 
. 810,899,654.62 





Bank Premises . .. .« « « « 
Other Real Estate . .... « 


Total Resources .. - 


9,000,000.00 
10,732,229.55 
12,203,594.93 
7,287,626.34 
1,324,992.02 

125,938,841.94 
ww a ae 4,865,773.78 
eee met 105,724.02 





. ses + + $2,760,369,125.00 

















LIABILITIES 
Capital . .. +. +s - $ 100,000,000.00 
Surplus Fund . . . . .- - - - 200,000,000.00 
Undivided Profits . . o «© « €6(62,502,224.32 
Total Capital Funds. . © 0 © «© © 6 $ $62,552,224.32 
Deposits . . . 6 « + « « + $2,304,437,647.07 
Treasurer’s Checks Outstanding 28,398,171.11 
Total Deposits. . oe © © © ee ©)| 62339.835.818.18 
Acceptances .... + + - $ 19,361,611.72 sa i 
Less: Own Acceptances 
Held for Investment... . 7,086,63 7.42 
12,274,974.30 
Dividend Payable April 1, 1948 . 3,000,000.00 
Items in Transit with Foreign 
MINOE \ a. 6.56 Ses ws ee 2,196,608.53 
Accounts Payable. Reserve for Ex- 
penses, Taxes,ete. . . . + + 47,509,499.67 
64,981,082.50 





Total Liabilities . . . « « «© « «© « « $2,760,369, 125.00 


Securities carried at $93,605,186.01 in the above Statement are pledged to qualify for fiduciary powers, to 
secure public moneys as required by law, and for other purposes. 


J. LUTHER CLEVELAND 


Chairman of the Board 
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WILLIAM L. KLEITZ 


President 


DIRECTORS 


GEORGE G, ALLEN Director, British- 
American Tobacco Company, Limited, 
and President, Duke Power Company 

WILLIAM B, BELL President, 

American Cyanamid Company 

F. W. CHARSKE Chairman, Executive 

Committee, Union Pacific Railroad Company 

J. LUTHER CLEVELAND Chairman of the Board 

W. PALEN CONWAY 

CHARLES P. COOPER Vice-Chairman of the 

Board, American Telephone and Telegraph Company 


WINTHROP M. CRANE, Jr. President, 
Crane & Co., Inc., Dalton, Mass. 


STUART M. CROCKER President, 
Columbia Gas & Electric Corporation 

JOHN W. DAVIS of Davis Polk Wardwell 
Sunderland & Kiendl 

CHARLES E, DUNLAP President, 
Berwind-White Coal Mining Company 

GANO DUNN President, 
The J. G. White Engineering Corporation 


WALTER S. FRANKLIN Vice-President, 
The Pennsylvania Railroad Company 


LEWIS GAWTRY 
JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 


CORNELIUS F. KELLEY Chairman of the Board, 
Anaconda Copper Mining Company 

MORRIS W. KELLOGG Chairman of the Board, 
The M. W. Kellogg Company 

WILLIAM L. KLEITZ 


CHARLES S. MUNSON 
Cc i 


, Air R 


President 


Chairman, Executive 


d Company, Inc. 





WILLIAM C. POTTER 
GEORGE E. ROOSEVELT 


EUGENE W. STETSON Chairman, Executive 
Committe, Illinois Central Railroad Company 


ROBERT T. STEVENS Chairman of the Board, 
J. P. Stevens & Company, Inc. 


Retired 
of Roosevelt & Son 


THOMAS J. WATSON President, 
. rR . M. hh 


Inter i Corporation 


CHARLES E, WILSON 





President, General 
Electric Company 


ROBERT W. WOODRUFF Chairman, 
Executive Committee, The Coca-Cola Company 


Member Federal Deposit Insurance Corporation 














problem lies in the state-federal rela- 
tionship.” 

He called for the formation of a coun- 
cil or congress ‘made up of representa- 
tives of the federal and all the state 


governments. Let these representatives 
be authorized to sit down and thrash out 
the issues, reach an agreement for the 
modification of the federal and state 
tax systems, and report back to their 
governments a matured plan ready for 
ratification. 

“Such a group might well be organ- 
ized on a permanent basis. Thus it 
will be possible to deal practically and 
constructively in the first instance with 
fundamental policy; to review that 
policy from time-to-time; and to pro- 
vide an instrument for handling the 
many detailed administrative problems 
that afise from day-to-day. And if prac- 
tical obstacles on certain issues seem in- 
surmountable at first, the machinery 
will be there for continuous effort, un- 
til, step-by-step the fiscal house of the 
nation will again be put in order. 

“Only in this way do I see any hope 
for establishing among the separate 
units of our federal system the fiscal 
cooperation which must prevail if our 
government is to continue to meet the 
needs of the times.” 


FOREIGN THREATS 


The conference closed after Joseph 
Stagg Lawrence, Vice-President, Empire 
Trust Company, New York, declared: 

“Only by displaying a readiness to 
fight and an ability to fight successfully 
can we discourage the predatory power 
which seeks our subjugation. Interna- 
tional relations, as long as there are na- 
tions in the family like Russia, the Japan 
of Tojo, the Germany of Hitler, the 
Italy of Mussolini, is a field which must 
necessarily be governed by jungle law. 
The lion himself, noted for his cour- 
age, would not tackle a prey that is 
likely to give him a tussle. It is a rule 
that certainly applies to predatory na- 
tions. Weakness, appeasement, unpre- 
paredness, irresolution—these are the 
passports of aggression. We cannot af- 
ford to give them to the Communists.” 


The committees in charge of the successful 
Eastern Spring Conference included the follow- 
ing: ; 

Executive Committee 

Chairman: J. NoRVELLE WALKER, Royal Oil 
& Gas Corporation; A. L. FowLer, Day & 
Zimmermann, Inc.; EDwARD L. ForTIN, Sélas 
Corp. of America; CHARLES H. YARDLEY, 
Penn Mutual Life Insurance Company; F. A. 
GREENWOOD, Interstate Hosiery Mills. To- 
gether with the following Committee Chair- 
men: 

DonaLp P. JonEs, Sun Oil Company, Pro- 
gram; HOLDEN V. ARNAIz, Hutchinson, Rivi- 
nus & Co., Arrangements; J. WALTON ST. 
Cairn, Hajoca Corporation, Finance; HARRY 
RENNER, JR., Philadelphia Transportation Co., 
Publicity; GEORGE R. RANKIN, Artloom Cor- 
poration, Reception; THos. S. LEVER, JR., Phil- 
adelphia Gas Works Co., Speakers Hospitality; 
Harry H. Pitts, Temple University, Regsstra- 
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Have You Got Your 
Office Manager Buffaloed? 











Could it be that you’ve sounded off so much 
about “spending no money at this time” that 
your office manager is afraid to propose 
capital expenditures—even those that will 
result in immediate savings? Is it possible 
that, unwittingly, you have encouraged him 
to resort to such costly expedients as excessive 
overtime and the employment of temporary 
help in an effort to maintain office schedules? 


Your office manager knows that today’s work 


WHEREVER THERE’S BUSINESS THERE’S Burroughs 
THE MARK OF SUPERIORITY <¢ or 
IN MODERN BUSINESS MACHINES 








can’t be done efficiently with yesterday's 
methods and equipment. He knows that 
there’s only one permanent solution to the 
problem of rising office costs ... and that is 
to modernize and mechanize your office just 
as you do your plant. 


So why not tell him that you’re willing to 
spend money to save money any day in the 
week . .. and that all you ask is to be shown? 
Burroughs Adding Machine Co., Detroit 32. 
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Mental Hazards eliminated 
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with a FRIDEN 


MISTAKES cause business headaches. FRIDEN Fully Automatic 
Calculators eliminate costly errors. You can produce accurate answers 
to thousands of varied calculations without having to remember 

to clear the Dials or the Keyboards. Measure the value of Automatic 
Clearance and other exclusive features through a demonstration on your 
own work by your local Friden Representative. You'll learn how 

errors are eliminated. Now you can obtain Immediate Delivery of 


the model at the price to fit your every requirement. 





Friden Mechanical and Instruc- 
tional Service is available in 
approximately 250 Company 
Controlled Sales Agencies 
throughout the United 
States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U.S. A. « SALES AND SERVICE THROUGHOUT THE WORLD 


tion; FRANK E. MICHEL, United Parcel Sery. 
ice of Pa., Inc., Attendance. 


Arrangements Committee 


Chairman: HOLDEN V. ARNAIZ, RAYMOND 
F. BRADSHAW, South Chester Tube Co,; 
FRANKLIN R. EHMANN, Hellwig Dyeing Corp,; 
Percy A. ROWLAND, Kewanee Oil Company. 


Finance Committee 


Chairman: J. WALTON St. CLAIR, PHILLIP 
J. Gets, National Refractories Co., Inc.; F. A. 
GREENWOOD, CHARLES L. JONES, Alan Wood 
Steel Company. 


Program Committee 


Chairman: DONALD P. JONEs, V. L. EL- 
LioTt, Atlantic Refining Co.; Epwarp W, 
Jones, W. C. Hamilton & Sons; JOHN A. 
LAWLER, Bell Telephone Co. of Pa.; Joun 
MCFARLAND, Sun Oil Company; Mauritz G, 
MyrELius, General Refractories Co.; ARTHUR 
S. PoucHoT, Lee Rubber & Tire Corp.; KerTH 
PoWLISON, Armstrong Cork Co.; HERBERT D, 
RATHBUN, John A. Roebling’s Sons Co.; Wiz- 
LIAM B. YopER, Philco Corp. 


‘Publicity Committee 


Chairman: HARRY RENNER, JR., JAMES AN- 
DREWS, Breyer Ice Cream Co.; ROBERT G. 
Bioom, Lukens Steel Co.; Wm. H. Hurtz- 
MAN, First National Bank of Phila.; CHARLEs 
V. LyNcH, The Philadelphia Record Co.; 
DONALD C. MILLs, Strawbridge and Clothier; 
GusTAVE E. NELSON, Philadelphia Daily 
News; JAMES A. RUSSELL, Walker Brothers; 
DONALD B. STEIN, Reading Company; A. A. 
VoGEL, Radio Corporation of America. 


Reception Committee 


Chairman: GEORGE R. RANKIN; Co-Chair- 
man: CHAS. H. FisH, MclIntire, Magee & 
Brown Co.; BERNARD J. BARTz, Ritter Dental 
Manufacturing Company, Inc., Rochester; SAM- 
UEL BooTH, The Bryant Electric Company, 
Bridgeport; EUGENE P. BorKOoWSKI, North & 
Judd Manufacturing Company, New Britain, 
Conn.; ARTHUR L. BOSCHEN, Vick Chemical 
Company, New York; JoHN P. Boye, John 
Wood Mfg. Co., Inc.; Wm. M. CARNEY, Scott 
Paper Co.; CHas. H. Dore, New York Ship- 
building Corp.; Howarp L. Gisson, Gibson 
Institute; Jas. M. HEPPENSTALL, Birdsboro 
Steel Foundry & Machine Co.; HENRY W. 
HERzoG, The George Washington University, 
Washington, D. C.; JACKSON R. HOLDEN, 
American Bosch Corporation, Springfield, Mass. ; 
WILLARD D. HO tt, Provident Mutual Life Ins. 
Co.; JOHN B. LAWSON, CLAUDE O. RAINEY, 
Rainey & Fedders, Inc., Buffalo; Epwarp E. 
REARDON, The Budd Company; RICHARD N. 
RicBy, Gillette Safety Razor Company, Boston; 
WarREN E. SAWYER, JR., Attapulgus Clay Co.; 
MorGAN R. SCHERMERHORN, JR., The Glenn 
L. Martin Company, Baltimore; Paut E. 
SHROADS, National Steel Corporation, Pitts- 
burgh; DEAN C. STEELE, E. I. duPont deNe- 
mours & Co.; GEORGE A. TayLor, Bethlehem 
Foundry & Machine Co.; FRANcis D. WEEKS, 
Lamson Corporation, Syracuse. 


Speakers’ Hospitality Committee 


Chairman: THOMAS S. LEVER, JR., RUSSELL 
G. BANNISTER, Petrol Corp.; HuGH J. EVANS, 
J. L. N. Smythe Co.; F. M. FisHER, Lehigh 
Coal & Navigation Co.; AUSTIN T. GARDNER, 
Delaware Power & Light Co.; Mark Z. MCc- 
GILL, Collins & Aikman, Corp.; Wm. W. 
WALTER, Board of Pensions, Presbyterian 
Church in U. S. A. 


Registration Committee 


Chairman: Harry H. Pitts, WILLIAM A. 
HENNEGAN, The Pennsylvania Company for 
Banking & Trusts; F. G. Roperts, SKF In- 
dustries; ELMER N. SPRENKEL, Deerfield Pack- 
ing Corp.; SAMUEL E. WALKER, The Penn 
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PENSION AND 
DEFERRED PROFIT-SHARING 
PLANS 




















THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 + Telephone HAnover 2-9800 
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Wring the’ water’ 
out of your orders 


You know some water has seeped into 
your backlog. The tough problem is to 
find out how much and where. 

How soggy are your back orders 
from areas that are slipping badly when 
you expected just a “leveling off”? 
How many of your items may be 
“washed out” by cancellations if an 
industry you're counting on hits a reef? 

From now on, it may often take only 
a small flood of unforeseen cancella- 
tions to disrupt the continuity of your 
business and drown your profit margin 
in a rising tide of costs. 

So wring out the water by making 
your back orders quickly accessible to 
analysis by product, customer, indus- 
try, territory and every category. 

Keysort cards and machines put all 
the facts at your fingertips fast and 


















NG 
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fresh . . . when you need them most. 


Sales or inventory facts, cost or con- 
trol facts, production or personnel 
facts . . . McBee makes them easily, 
quickly available. 

There’s a McBee man near you. Ask 
him to drop in, or write us. 






KEYSORT is easy to learn, easy to use, 
requires no specialized job training . . . 
increases the individual work output 
without increase of individual effort. 


SOLE MANUFACTURERS OF KEYSORT—THE MARGINALLY PUNCHED CARD 
295 Madison Ave., New York 17, N. Y. Offices in principal cities. 


, THE McBEE COMPANY 


Mutual Life Insurance Co.; HuGH J. Warp 
Pennsylvania Railroad Company. é 


Inter-Control Attendance Committee 


Chairman: FRANK E. MICHEL, GEORGE bi 
BAUMER, Muench-Kreuzer Candle Company 
Inc., Syracuse; FRANK V. BIGELow, Malleable 
Iron Fittings Company, Branford, Conn.- 
WALTER L. BRAUER, U. S. News Publishing 
Corporation, Washington, D. C.; J. A. Cuap. 
BOURNE, Old Colony Envelope Company 
Westfield, Mass.; JOHN T. Dever, Villanova 
College; WILLIAM F. Dickson, United States 
Steel Corporation, Pittsburgh; THEOpoRE F. 
GLOISTEN, The American Home Magazine 
Corporation, New York; ELMER G. E. Joun. 
SON, The American Hardware Corporation, 
New Britain, Conn. ; ARLINGTON L. MACBripg, 
Charles Bond Company; WILLIAM M. Mor- 
GAN, The Baugh Chemical Company, Balti- 
more; FREDERICK L. PATTON, Cambridge Rub- 
ber Company, Cambridge, Mass.; HERBERT W, 
SODERBERG, International Railway Company, 
Buffalo; SIGURD TRANMAL, Distillation Prod- 
ucts, Inc., Rochester. 











“OVERHEAD” 
TOO 

Che new price lev- 

els have changed 

“overhead” as well 

as labor and mate- 

rial costs. Compe- 


tent appraisal service 


helps in measuring it. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 
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National Mechanized Accounting saves up to 


Daily, new users in every type of business turn 
to National Mechanized Accounting for fast, 
efficient service. In addition, they get savings up 
to 30%! Savings which often pay for the whole 
National installation in the first year—and then 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


OK 


go on year after year. Some of these concerns 
are large, others employ but 50. Could you cut 
costs correspondingly? Check today with your 
local National representative—it’s the best 
way to find out. His answer may astonish you! 


CASH REGISTERS + ADDING MACHINES 
' ACCOUNTING MACHIB =; 
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| Paging the 


New Books 





“A Good Refresher” 


ANNUAL REPORTS TO STOCK- 
HOLDERS. By N. Loyall McLaren, 
C.P.A. Published by The Ronald Press 
Company, N. Y. $5.00. 

—Reviewed by HENRY C. PERRY 
Treasurer, The Heywood-Wakefield 
Company, Gardner, Mass. 


In the author’s own language, ‘“The 
somewhat ambitious aim of this book is 
to kill two birds with one ‘tome’—the 
reader and the writer of annual re- 
ports.” This reviewer, having been on 
both sides of the fence for several years, 
and representing a company with over 
121 years of active business service, has, 
therefore, great respect for Mr. McLaren 
in this double-barreled approach to such 
a worthy objective. 

From a background of considerable 
analysis, early chapters of the book re- 
view the historical development of cor- 
porate annual reports, abuses taking 
place in general practice, the later de- 
mand for adequate disclosure of facts 
by agencies such as the Federal Reserve 
Board, the Federal Trade Commission, 
S.E.C., etc., and the ultimate contribu- 
tion made to this improvement by the 
American Institute of Accountants in 
establishing ‘‘accounting standards.” 

The author gives an equal amount of 
criticism to both corporate officers and 
the accounting profession for weak- 
nesses and inconsistencies in the presen- 
tation of the Balance Sheet and Profit 
and Loss Statement. He maintains that 
the certified public accountant took his 
place on the same level with the mem- 
bers of other learned professions in the 
year 1917 as the result of demands for 
information under the Revenue Act, and 
subsequently increased his prestige as 
governmental regulations, including 
those for wartime activities, dominated 
the national economy. 

Mr. McLaren dots these chapters with 
several interesting anecdotes respecting 
what both corporate management and 
the accounting profession “got away 
with” jn annual reporting, and the 
reader cannot escape the conviction that 
there is a justifiable place for S.E.C. and 
the Rules Committee of A.I.A. for the 
correction of offenses which, in varying 
degrees, culminated in the well-known 
McKesson & Robbins debacle. 

Several chapters are purposely given 
over to the presentation of accounting 
fundamentals, conventions, and a de- 
tailed description of double entry book- 
keeping. No accountant or controller 
should find much area for disagreement 
in what the author describes as the 
proper designation of accounts that have 


a position in the Balance Sheet and the 
Profit and Loss Statement. The prin- 
cipal reason for this academic discus- 
sion, however, is to make clear to the 
owners of listed securities and their ad- 
visers the significance of accounting 
statements and explanatory notes which 
accompany corporate reports. It is in- 
tended as guinea pig philosophy for 
the uninitiated, and much good could 
come from it if the author’s book found 
circulation and was capable of under- 
standing in Main Street and in such 
channels of doubt and distrust as those 
recently polled by the Controllership 
Foundation. These chapters are largely 
for the purpose of describing accepted 
terms and principles which both the 
reader and the writer of annual reports 
ought to understand. 

The author submits his opinion re- 
specting the significance of Assets, Li- 
abilities, Reserves, Stockholders’ Equity, 
and Surplus in the Balance Sheet, to 
which several chapters are devoted. 
While such comments are interesting it 
is conceivable that the informed ac- 
countant and controller, here again, 
should have little room for disagree- 
ment with Mr. McLaren, since his views 
constitute nothing particularly new in 
the field of what already is recognized 
as good, standard accounting practice. 


INCOME STATEMENTS 


With the admission that “the Income 
Statement has now become the key ex- 
hibit in financial accounting” and hav- 
ing this knowledge ‘‘professional ac- 
countants and corporate officers have 
been exploring various means of im- 
proving its form and content,” the au- 
thor traces the evolution of the present 
from the year 1917 when, as he states, 
“studies were made by the Federal Re- 
serve Board, the Federal Trade Com- 
mission, and the American Institute of 
Accountants, culminating in the issu- 
ance of the Federal Resérve Bulletin en- 
titled ‘Uniform Accounting’.” Not- 
withstanding these efforts, however, he 
admits that ‘probably there is less uni- 
formity today in income accounting by 
major industrial companies than at any 
time in the past 30 years.” 

This fickle disregard of uniform prac- 
tice, he maintains, is also marked in at- 
tempts by certain companies in recent 
years to adopt new and simplified forms 
of balance sheets and income statements 
to fit the intelligence of the reader un- 
versed in the intricacies of accounting 
and its technical language. No one with 
adequate understanding will quarrel 
with Mr. McLaren for his description 


‘ 


of what belongs in the income state. 
ment. How this information may best 
be interpreted, however, as a proper 
measure of earnings per share in any 
accounting period, or for any given en. 
terprise, must in this reviewer's Opinion 
be left to the judgment of management 
in its relations with the owners of the 
business and those who seek investment 
in it. It is questionable if the collec. 
tion and presentation of corporate fi. 
nancial information can ever be made 
a matter of inflexible stardardization such 
as the author appears to advocate. 

Chapters on “Inventories” and “De. 
preciation and Amortization” review 
what one would expect to find in a book 
which radiates everything that is ortho- 
dox in terms of going practice. One 
section of the chapter on “Depreciation 
and Amortization” describes the recom. 
mendations of the American Institute 
with respect to allowance for excess re- 
placement costs in depreciation account- 
ing and in a measure resolves this much 
debated question by stating that “it ap- 
pears reasonable for farsighted manage. 
ment to create through systematic 
charges against current income or sur- 
plus a reserve covering the estimated 
difference (if significant) between the 
original cost of existing facilities and 
the cost of their replacement. Such 
an allocation serves notice on stockhold- 
ers that the management is conserving 
assets for the indicated purpose. Upon 
the subsequent replacement of fixed as- 
sets, the reserve normally would be re- 
stored to income or to earned surplus.” 

Chapters on “Railroads and Public 
Utilities” and “Wasting Assets” con- 
firm what is generally being applied as 
acceptable accounting treatment for op- 
erating reports in these special fields 
This is equally true with respect to 
what the author recommends in chap- 
ters on ‘Consolidated Statements,”’ ‘‘Foot- 
notes to Financial Statements,” and “Au- 
ditors’ Certificate or Opinion.” 

It is in the final chapters that Mr. Mc- 
Laren delivers the most forceful presen- 
tation of his subject and, in addressing 
the public, this is where the punch be- 
longs. Under subjects of ‘Format and Ar- 
rangement,” “Report Texts,” ‘‘Finan- 
cial Statement Analyses,” and ‘“‘Report- 
ing Standards’—and again using as 
background a number of prominent 
corporate financial reports—he philoso- 
phizes on what is considered good and 
bad practice in modern financial report- 
ing. He condemns the practice of some 
companies, those dominated by public 
relations and advertising counsel who 
are “more concerned with advertising 
than reporting,” stating that the annual 
report is intended to inform and not to 
entertain. He condemns as well the 
pictorial “Mother Goose” type of pre- 
sentation in so important a matter as 
the annual accounting of management 
to its stockholders. To him it seems 
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that there is a happy medium between 
pallyhoo and self-repression. His com- 
ments on format, covers, table of con- 
tents, typography, arrangement of sub- 
ject matter, composition, etc. aim to dis- 
close what is good for the stockholders’ 
information and unfortunate for the 
man in the street. 

In “Financial Statement Analyses’ he 
covers the value and shortcomings of 
statistics, the use of ratios, analysis of 
trends, the Application of Funds State- 
ment, and analyses for management pur- 

oses—all in relation to what is most 
useful to the banks, commercial credit 
men, security analysts, controllers, and 
other financial officers of corporations. 
In the chapter, “Functions of the Board 
of Directors,” he summarizes much of 
the material which has appeared on this 
subject in studies at Harvard University 
and the National Industrial Conference 
Board. 

Mr. McLaren’s book may be regarded 
as a “good refresher.” The reader will 
find little that is controversial or new 
to invade a field already crowded with 
varying convictions on the subject of 
how best to do a financial reporting job. 
The real answer, in this reviewer's opin- 
ion, will not come from a book such as 
Mr. McLaren’s. It must come from the 
will and determination of corporate ofh- 
cers and professional accountants to do 
an educational and public relations’ job 
in each field of reader interest where ex- 
perience has demonstrated that psycho- 
logical reactions are not alike. The cur- 
rent public is pretty hazy in its under- 
standing of accounting terms such as 
assets, liabilities, reserves, undivided 
profits and surplus. In this atmosphere 
there must be a place both for technique 
and dramatization. 


Sound Theory Plus Practical Rules 
OFFICE MANAGEMENT, by John H. 
MacDonald. Published by Prentice- 
Hall, Inc., New York. $5.35. 
Reviewed by E. G. MICHAELS, 
Industrial Research Manager, Vick 
‘ Chemical Co., Greensboro, N. C. 
Once in a “blue moon’”’ there appears a 
book on the service problems of manage- 
ment that encompasses both the “Whys 
and Wherefores” and the “Who, When, 
and How’’—in other words, a combina- 
tion of sound theory and practical rules 
of procedure. 


nd |(“~Such a book is the recently published 


lic 
ho 
ng 
al 
to 
he 
re- 


nt 
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third edition of Office Management. 
While this book occasionally skirts the 
perimeter of industrial psychology, in its 
treatment of selection, training, and in- 
centives, nowhere in its 457 pages is it 
guilty of advocating any untried or ex- 
perimental concepts of business adminis- 
tration. This in itself is a welcome relief 
from so many current publications ema- 
nating from cloistered halls of learning 
by theorists without practical experience 





XUM 


The Controller, May, 1948 259 


New, Important Books 


———for CONTROLLERS to KNOW—to USE 





The Economics of Instalment Buying 
By Reavis Cox, University of Pennsylvania 


A complete, definitive treatment that will be welcomed by financial officers of 
concerns engaged in or interested in instalment merchandising. Covers every 
aspect of instalment buying, complete with latest statistics. The author, Director 
of Research Projects, Retail Credit Institute of America, bases his book on the re- 
sults of a multi-thousand dollar field survey which brought together facts, in- 
formation, trade practices, trends and practical data from interested parties in 
every section of the country. Gives particular attention to instalment operations 
of retail merchants. Nearly 100 tables. Valuable bibliography. 526 pages. $6.00 








Money Market < Bank Credits i. 
Primer and Acceptances 


By John T. Madden—Marcus Nadler By Wilbert Ward, National City Bank 
—Sipa Heller—All of New York and Henry Harfield, both members of 
University New York Bar 


Study of the institutions and operations of | Immediate help for financial officers of firms 
the New York Money Market, for all in- engaged in import-export business. Fully 
vestors, bondholders and those who must up-to-date explanation of _ letter-of-credit 
advise them. Helps you better understand practices, and summary of precedents in in- 
monetary policies, gauge more accurately ternational and domestic trade—especially 
trend of interest rates, loans and invest- valuable in this postwar period. Repre- 
ments, commodity prices and business activ- sentative collection of typical credit instru- 
ity in general. Shows you fundamental ments. Leads to better understanding of 
forces at work in Money Market, and how commercial credit operations and legal re- 
to read and interpret financial figures avail- lationships of parties. Discusses commercial 
able in the daily papers. Effects of war and aspects of international trade; types of pa- 
postwar conditions on money markets and pers involved; duties of seller; rights of 
banks discussed in detail. 30 valuable tables. buyer; bank’s privileges. 15 forms. 243 
212 pages. $3.00 _ pages. $4.50 





Corporate Resolutions 
By Isabel Drummond, Attorney-at-Law, Member of the Philadel phia Bar 


AN UP-TO-DATE reference work indispensable to every financial executive con- 
cerned with managing and operating corporations. It presents more than 1,000 
expertly framed and thoroughly tested forms—stockholders’ and directors’ resolu- 
tion precedents, notices, minutes, affidavits, etc.—representative of every phase of 
the subject, and meeting practically any requirement of corporate functioning. 
Includes concise analysis of federal and state law governing use of these forms. 
Revised edition. 780 pages. $10.00 


Effective Talking 
in Conference 


DIRECTNESS . . . COURTESY . . . CAUTION 
By John Mantle Clapp 


FOR THE business or professional man who 
wants to express himself to best advantage 
in the rapid give-and-take of conferences 
and small meetings, where decisions are 
made and plans worked out—and where 
winning the point requires poise and nat- 
uralness. This book offers key principles 
from analysis of practical experience in ac- 





15 East 26th Street, New York 10, N.Y 


Send me books checked below. After 
5 days’ trial I will either remit price, 
plus postage, or return books without 
further obligation. 
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how to apply these specific first aids to help 
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practical, direct manner what you can do to Firm... eseeceeeeeeeeseceeeecerceeceecseeeceres 
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of any kind, and whose sole valid author- 
ity seemed to be “I read it in a book.” 

The author's work-life history leading 
to his present well-earned position in the 
business world is responsible for his hard- 
headed objectivity of motives, his business 
experience having carried him through 
nearly all of the jobs in the office—even 
that of “‘office manager.’ Mr. MacDonald 
combines this practical work history with 
the pedagogic experience of a school mas- 
ter, for at one time he taught personnel 
administration and office management. 

This accounts, at least in part, for the 
clarity and economy of language which 
enabled the author to include in this 
single volume the Alpha and Omega of 
one of the most complex and most valu- 
able positions on the administrative and 
executive charts of a business. 
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In such organizations as insurance com- 
panies and banks, 90 per cent. of the 
personnel are office workers; while in 
manufacturing and transportation activi- 
ties, the office payroll might embrace only 
10 per cent. of the total. However, this 
book will prove a valuable adjunct to 
administrator and executive alike, whether 
actual office management is one of the 
sub-departments in his division of 
whether it is of primary interest to him 
as the actual factotum—"‘office manager.” 

This book, Office Management, is an 
excellent manual containing the most effi- 
cient and modern office methods and pro- 
cedures for use by the staff administrator 
charged with the responsibility for all 
functions of office management. At the 
same time, it is a comprehensive reference 
from which the operating executive can 


The Comptroller 


| HIS FUNCTIONS AND 
ORGANIZATION 


By J. Hugh Jackson 


Tue comptroller is now recognized as one of the 


major administrative executives of top manage- 


ment. Therefore, Mr. Jackson’s book is of great 


value to business leaders and executives in account- 


| ing. His book is largely based upon the actual ex- 


periences and practices of dozens of America’s best 


corporate organizations. He combines a sound phil- 


osophical approach with a practical, workable plan 


| for developing the potentialities of industrial comp- 


trollership. 


Recommended by The Executive Book Club 


AT ALL BOOKSTORES 


| HARVARD 
UNIVERSITY PRESS 


Cambridge, Massachusetts 


$2.00 


vi 
TS 














find authoritative statements on such di. 
vergent phases of business administration 
as office layouts, human relations, Ptoper 
lighting, office arrangements, furniture, 
proper sizes of private offices, etc. 

This third edition retains the best ma- 
terial out of the previous publications of 
this same book and is most timely coming 
as it does after four years of forced iner- 
tia to office change, caused by concentra. 
tion of mind and manpower in the 
factory and in the armed forces. Probably, 
however, the author’s most cogent motiva- 
tion for a revised edition at this time is, 
not only to take advantage of this lag in 
office management literature caused by 
war, but also to take advantage of the 
opportunity thus afforded him to include 
in this book technological improvements 
of design and utility developed through 
government experimentation and by the 
return of office equipment manufacturers 
into production. The 78 illustrations, 
with which the book is replete, in some 
instances actually have ‘“The New Look.” 

Another result of this painstaking re- 
search job is the inclusion in this volume 
of improved and new forms, methods, 
procedure and also of such recent and 
up-to-date techniques as job analysis, 
work simplification, and other accepted 
and modernized personnel practices; and 
numerous case studies, lifted from systems 
in successful use by some of the most pro- 
gressive and forward looking organiza- 
tions, add not only to the readability of 
the volume, but also to its value as a 
guide for better ways of doing old jobs. 

Its 24 chapters can be roughly divided 
into an examination of the functions of 
the office manager both as an operational 
administrator and a staff executive, and 
also blueprints the office layouts and 
equipment, highlighting office organiza- 
tion and personnel. 

To the Controller, this book will be a 
valuable asset, whether his relation to 
office management is: 

(1) Functional:—having to do with 
budgets, costs, etc. 

(2) Administrative :—actually being 
the office manager along with his other 
Controller duties such as inventory con- 
trol, financial, etc. 

(3) Executive:—retaining overall au- 
thority but delegating responsibility 
through an “‘office manager” as his de- 
partment head. 

This book, if kept close by for ready 
references, will prove to be an encyclo- 
pedia of information to the controller. 

Important by-products of the author's 
research, preparatory to this promulga- 
tion, are the wealth of reference annota- 
tions and a whole chapter of bibliogra- 
phy. Here the real student will be pointed 
to paths down which he can profitably 
continue his search for knowledge of any 
phase of office management in which he 
needs more detailed understanding. 
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Personal Notes Clbout Controllers 





THOMAS W. BRYANT, a National Di- 
rector of the Controllers Institute and a 
past president of the Chicago Control, 
presented an address on March 25 before 
the Chicago Chapter of the National As- 
sociation of Cost Accountants on the sub- 
ject of “Controllership and Its Cost Func- 
tions.” Mr. Bryant, who is General Con- 
troller of the Cuneo Press, Inc., Chicago, 
holds certificate number 255 of The In- 
stitute. 


P. R. DuNBaAR, a charter member of 
the Seattle Control of the Controllers 
Institute, is now Auditor of the Belling- 
ham Gas Company, Seattle. 


GEORGE W. Foster, formerly Assistant 
Controller, International Telephone & 
Telegraph Corporation, New York City, 
is now Treasurer and Controller of Vic- 
tor Electric Products, Inc., Cincinnati. Mr. 
Foster is a member of the Controllers In- 
stitute. 


FRANKLYN HEYDECKE, holder of Cer- 
tificate Number 565 in the Controllers 
Institute, recently was elected Comptrol- 
ler of Public Service Corporation of New 
Jersey. Since 1939 he has been Vice- 
President, General Auditor and Director 
of South Jersey Gas Company and County 
Gas Company. He will continue his duties 
as a Director of Public Service Electric 
and Gas Company, Public Service Coordi- 
nated Transport, and Public Service In- 
terstate Transportation Company, as well 
as Chairman of the Committee on Edu- 
cational Work for all Public Service Com- 
panies. 

Mr. Heydecke started with one of the 
predecessors of Public Service on July 15, 
1900. Working through several positions 
in the accounting and auditing depart- 
ment, he became Chief Accountant in 
1908, and about 1912 became Auditor of 
the Electric Department. A graduate of 
New York University’s School of Com- 
merce, Accounts and Finance, in 1908, 
Mr. Heydecke is a member of the Board 
of Directors of New Jersey Utilities As- 
sociation and of the Accounting Advisory 
Committee of the Edison Electric Insti- 
tute. 


C. C. McConkik, holder of Certificate 
Number 490 in the Controllers Institute 
and a charter member of the Cleveland 
Control, recently announced his retire- 
ment from The Forest City Publishing 
Company, which he had been associated 
with for the past 38 years. After several 
years practice as a public accountant, he 


became Controller of The Plain Dealer 
Publishing Company in 1909 and con- 
tinued in that position after the company 
merged with The Forest City Publishing 
Company in 1941. Mr. McConkie plans 
to retain his membership in The Institute 
in the retired controller class. 


HERMAN JAEGER, a member of the 
Controllers Institute, was recently ap- 
pointed Treasurer of the American Ice 
Company, New York, to succeed WIL- 
LIAM B. JOHNSON, who is retiring. 


REYNOLD A. LEE, formerly Controller 
of Julius Garfinckel & Company, Wash- 
ington, D. C., has accepted the position 
of Research Director at Frank R. Jelleff, 
Inc. Holder of Certificate Number 859 in 
the Controllers Institute, he is also a 
member of the Controllers’ Congress. Mr. 
Lee has served as Controller of Palais 
Royal and was previously Treasurer and 
Vice-President of Powers Dry Goods Co., 
Inc., in Minneapolis. 


EARL K. Simpson, Auditor, California 
Bank, Los Angeles, has been named chair- 
man of the finance committee of the Na- 
tional Association of Bank Auditors and 
Comptrollers regional conference to be 
held in Los Angeles, May 12-14. 


ALLEN L. FowLer, President of the 
Philadelphia Control of the Controllers 
Institute and Manager of the Reports De- 
partment of Day & Zimmermann, Inc., 
Philadelphia, presented a discussion on 
“Co-operation Between Controllers and 
Certified Public Accountants’’ to the Phila- 
delphia Chapter of the Pennsylvania In- 
stitute of Certified Public Accountants, 
March 24. . 


GEorGE S. DIvELy, Vice-President of 
the American Management Association’s 
Production Division, and President and 
General Manager of Harris-Seybold Com- 
pany, Cleveland, will conduct the Associ- 
ation’s Production Conference, May 13- 
14, at the Palmer House, Chicago. Plans 
and information on methods for increased 
production at lowered cost will be dis- 
cussed. Mr. Dively is a past president of 
the Cleveland Control of the Controllers 
Institute, and addressed the 1948 Eastern 
Spring Conference of The Institute in 
Atlantic City, on April 5. 


JoHN H. MacDona.p, Administra- 
tive Vice-President of the Nationai 
Broadcasting Company, New York, spoke 
before the Hartford Chapter of the Na- 


262 


tional Association of Cost Accountants on 
the subject of television, March 30. Mr. 
MacDonald is Chairman of the Board of 
Directors, and a past president of the 
Controllers Institute. 


WAGNER D’ALESSIO, a member of the 
Controllers Institute, was recently elected 
Treasurer of California Casualty Indem- 
nity Exchange, San Francisco. 


PILSON W. KELLY, a member of the 
Controllers Institute of America and of 
the New York State Society of Certified 
Public Accountants, has written an article 
on “Impairment of Capital of Electric 
Utilities and Depreciation Reserve Inade- 
quacy,” which appeared in the March, 
1948, issue of The New York Certified 
Public Accountant. 


GORDON B. ROCKAFELLOW, Controller 
of G. D. Seale & Company, Chicago, was 
recently elected to the additional position 
of Secretary of the firm. Mr. Rockafellow 
is currently serving as Secretary of the 
Chicago Control of the Controllers Insti- 
tute. 


Mito L. VoiGHT, formerly Comp- 
troller of Carl L. Norden, Inc., has been 
named Comptroller of the Dairymen’s 
League Co-operative Association, New 
York, succeeding FRED H. CLARK, who 
has retired. Mr. Voight is a member of 
the Controllers Institute. 


The Bank for Savings in the City of 
New York recently appointed WILLIAM 
C. McCrea as Assistant Treasurer and 
CHARLES F. CHAMBERLAIN as Assistant 
Comptroller. 


HALLIE J. ENSIGN, Treasurer of the 
Cleveland Control of the Controllers In- 
stitute, has been promoted from Assistant 
Comptroller to Comptroller of Willard 
Storage Battery Company, Cleveland. Mr. 
Ensign succeeds C. H. GIBNEY, holder 
of Certificate Number 797 in the Con- 
trollers Institute, who will continue with 
his duties as Vice-President and Secretary 
of the firm. 


P. Morgan & Co., Inc., has an- 
nounced that HarTLAND S. West has 
been named Vice-President and will con- 
tinue as Controller. FRANK FORESTER, 
Jr., formerly Treasurer of the Warsaw 
Elevator Company, was appointed Assist- 
ant Controller. : 


MARSHALL S. DELAVAN, formerly As- 
sistant Controller of Textron, Inc., i 
New York, has been appointed Controller 
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of the firm. A graduate of New York 
University, Mr. Delavan was with Price, 
Waterhouse & Co. for six years and was 
Controller of Australia War Supplies 
Procurement in Washington, prior to 
joining Textron in July, 1946, as Systems 
Accountant. 


Howarp G. BrusH, a member of the 
Controllers Institute, is now Controller of 
The Brown Company, Berlin, N. H. Mr. 
Brush previously served as Financial Vice- 
President of the Motor Products Corp., 
Detroit. 


CLARENCE A. MCLAUGHLIN, formerly 
General Counsel to the War Contracts 
Price Adjustment Board, was recently ap- 
pointed a member of the Excess Profits 
Tax Council and assumed his new office 
immediately. 








Complements 


Waren you come right 
down to it, there is only one 
difference, between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 





NO INSURANCE SOLD 
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MICHAEL A. GUDMAN, formerly Vice- 
President and Treasurer of Speedmaster, 
Ltd., Oakland, Cal., has been named 
Comptroller and Assistant to the Presi- 
dent of White Stag Manufacturing Co., 
Portland, Oregon. A former director of 
the Portland Control of the Controllers 
Institute, Mr. Gudman was Comptroller 
of Columbia River Packers, Astoria, Ore- 
gon, prior to joining Speedmaster. 


NorMaN R. OL Ey, Secretary of the 
R. T. French Company, has been named 
to the new post of Controller. Mr. Olley 
is a National Director of the Controllers 
Institute. CLIFFORD A. HOFFMAN has 
been appointed Assistant Treasurer of the 
French Company. 


Rosert A. SEIDEL, Vice-President and 
Controller of the W. T. Grant Company, 
New York, was recently elected a Direc- 
tor of Aldens, Inc. He is a member of 
the Controllers Institute. 


Max M. Wottz, Controller, Coast 
Manufacturing & Supply Company, Liver- 
more, Cal., and a member of the Control- 
lers Institute, has been elected to member- 
ship on the Board of Directors of his 
company. 


VERNE H. MITCHELL, a member of 
the Controllers Institute, has joined: Stet- 
son-Ross Machine Company, Seattle, as 
Comptroller. 


Harry R. LANGE, Controller, Cutter 
Laboratories, Berkeley, Cal., was recently 


elected Vice-President of his company in 
charge of Finance and Accounting. He is 
a member of the Controllers Institute. 


L. J. LyNcu, formerly Controller of 
the Grand Union Tea Company, Chicago, 
has accepted appointment as Controller 
for the entire operations of the Grand 
Union Company, New York. Mr. Lynch 
is a member of the Controllers Institute, 


R. E. Snyper, formerly Assistant 
Treasurer and Assistant to Controller, 
Merck & Co., Inc., Rahway, N. J., was 
recently promoted to Controller of that 
company. Mr. Snyder is a member of the 
Controllers Institute. 


SIMON C. KELLY, Treasurer of West- 
ern Auto Supply Company, Kansas City, 
was recently elected a Vice-President of 
the company. A member of the Control- 
lers Institute, Mr. Kelly contributed the 
article on ‘Forecasting Financial Require- 
ments,” which appeared in the April, 
1948, issue of THE CONTROLLER. 


RAYMOND G. LOCHIEL, Vice-President, 
Treasurer and Controller of Capital Air- 
lines, has been elected to the company’s 
board of directors. He is a member of the 
Controllers Institute. 


JAMEs G. GIBSON, formerly Resident 
Controller of the Chevrolet Motor & Axel 
Division of General Motors Corporation, 
Buffalo, is now Resident Comptroller of 
Chevrolet-Detroit Plants in Detroit. Mr. 
Gibson is a member of the Controllers In- 
stitute. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 
39 BROADWAY, NEW YORK 6, N. Y. 
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Iustitute Clctivities 





Newark Control Organized, Presented 
With Charter on April 27 


Presentation of the charter of the New- 
ark Control of the Controllers Institute 
took place at a meeting on April 27, in 
the Robert Treat Hotel. The charter, which 
was presented by John H. MacDonald, 
Chairman of the Board of Directors of 
The Institute, had been granted at the 
April 4 meeting of the National Board of 
Directors of The Institute. This followed 
the presentation of a petition signed by 
29 members of the northern New Jersey 
area, who had attended a dinner meeting 
on March 29, at which Walter Mitchell, 
Jr., Managing Director, and Harvey M. 
Kelly, Assistant Secretary of The Insti- 
tute, were in attendance. 

The Newark Control is the 37th local 
chapter of the Controllers Institute. 

As speaker for the April 27 meeting, 
the Program Committee invited Mr. Mac- 
Donald, who is Administrative Vice-Presi- 
dent of the National Broadcasting Com- 
pany, to discuss ‘Progress in Controller- 
ship.” 


At the March 
meeting, F. Ger- 
ald Hawthorne, 
Controller of 
the Weston 
Electrical Instru- 
ment Corpora- 
tion, Newark, 
N. J., was elected 
Temporary 
Chairman, and 
A. J. Fournier, 
of Peat, Mar- 
wick, Mitchell & 
Company, New- 
ark, was elected Temporary Secretary. 
Committees were appointed as follows: 

Program Committee: Chairman, Frank- 
lin F. Bruder, L. Bamberger & Company, 
Newark, N. J.; Edward D. Sugrue, The 
Evening News Publishing Company, New- 
ark, N. J.; Karl Zimmerman, Ciba Phar- 
maceutical Products, Inc., Summit, N. J. 

Nominating Committee: Chairman, 


MR. HAWTHORNE 





New York, N. Y. 
Clarksburgh, W. Va. 
St. Louis, Mo. 





ALEXANDER & ALEXANDER 


INCORPORATED 


INSURANCE BROKERS 
AND AVERAGE ADJUSTERS 


INSURANCE COUNSELLORS TO 


AMERICAN INDUSTRY 


Los Angeles, Calif. 
London, England 


Baltimore, Md. 
Tulsa, Okla. 
Chicago, Ill. 











Duncan D. Richardson, Monroe Calculat- 
ing Machine Company, Orange, N. J.; 
George E. Hallett, Tung-Sol Lamp 
Works, Inc., Newark, N. J.; Robert N. 
Stringer, Scott & Bowne, Bloomfield, N. J. 


Buffalo Members Host to 
Tri-Control Meeting 


The annual Tri-Control meeting of 
upper New York State Controls is sched- 
uled for June 4, in Buffalo. It is spon- 
sored by the Syracuse, Rochester and 
Buffalo Controls. The joint meeting 
idea, developed some years ago, has be- 
come institutional, with each Control serv- 
ing in turn as host. 

The Wanakah Golf and Country Club 
has made available its entire facilities for 
the meeting. Golf is scheduled for 
morning and afternoon, with cocktails in 
the guest room at 5:30 p.m. The main 
event and dinner will be held in the din- 
ing room at 6:30 p.m. 

Christian E. Jarchow, President of the 
Controllers Institute, will speak on a sub- 
ject of special interest to every member 
and guest in attendance. Walter Mitch- 
ell, jr., the Institute's new Managing Di- 
rector, will also be present. Mr. Mitchell 
has been asked to discuss the Controllers 
Institute of America and to outline plans 
for its future operation. 

Bernard J. Bartz, of Rochester, and 
F. D. Weeks, of Syracuse, presidents of 
their respective controls, have reported 
enthusiastic interest on the part of their 
members. Claude O. Rainey, President 
of the Buffalo Control, and John A. Read, 
Chairman of the Tri-Control Committee, 
are in charge of the plans and program 
for the meeting. 


Regular Monthly Meetings 


Scheduled in Columbus 


Monthly meetings are scheduled by 
members of the Controllers Institute in 
Columbus, Ohio, and the nearby area. 
The meetings are part of the pes 
in connection with the proposed organ- 
ization of a local Control of the Institute 
to be headquartered in Columbus. 

On April 16, the group considered 
“Budgets and Costs.” The speaker was 
T. B. Focke, General Factory Manager of 
Curtiss-Wright, Columbus. Leo Don- 
ovan, Vice-President of the City National 
Bank and Trust Company, Columbus, 
will present the subject, “Financial State- 
ments From the Viewpoint of a Banker,’ 
on May 27. : 

Seventeen members and guests were in 
attendance at the meeting, on March 18, 
in the Fort Hayes Hotel, Columbus. 
Charles A. Kuntz, Controller of Ohio 
State University, presented an interesting 
discussion, “University Accounting,” on 
that occasion. National headquarters 
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William N. Payne 


William N. Payne, holder of certificate 
number 768 in the Controllers Institute 
of America, died suddenly on March 11. 
He was Secretary and Treasurer of the 
American Zinc Lead and Smelting Com- 
pany, St. Louis. 

Mr. Payne had served as comptroller of 
the company from 1930 to 1936, at which 
time the office of comptroller and secre- 
tary and treasurer were consolidated. He 
was elected to Institute membership in 
June, 1937. 


Henry P. Smith 


Henry P. Smith, 50, died in his home, 
in Danbury, Conn., on March 21, after a 
heart attack. At the time of nis death, he 
was Controller of The Frank H. Lee Co., 
of Danbury. 

A member of the Controllers Institute 
of America, Mr. Smith was a past presi- 
dent of the Bridgeport Chapter of the Na- 
tional Association of Cost Accountants. 
He is survived by his mother, Mrs. Chris- 
tian Smith; his wife, Mrs. Gladys Good- 
win Smith; a stepson, William Goodwin 
of New Brunswick, Nova Scotia; and a 
brother, Morris Smith of Hartford. 

Mr. Smith was buried in Wooster ceme- 
tery with the Rev. Richard J. Millard, 
rector of St. James Episcopal Church, ofh- 
ciating. Pallbearers included representa- 
tives of the Hartford Control of the Con- 
trollers Institute. - 


was represented at the meeting by Harvey 
M. Kelley, Assistant Secretary of the In- 
stitute. 

The organization committee for the 
proposed Columbus Control is headed by 
G. W. Schroedel, Treasurer-Controller, 
International Derrick and Equipment 
Company, Columbus. U. D. Rankin, 
Consultant Controller, of Columbus, is 
chairman of the program committee for 
the group. 


Institute Member Charges 
DPC Mismanagement 


Theodore Herz, a member of the Con- 
trollers Institute of America and former 
assistant director of the Corporation 
Audits Division of the General Account- 
ing Office, recently told a House Execu- 
tive Expenditures subcommittee that 17 
wartime projects financed by Defense 
Plants Corporation were mismanaged. 
The group, headed by Rep. George H. 
Bender (R., Ohio), was looking into the 
wartime operations of the Reconstruc- 
tion Finance Corp., of which Defense 
Plants Corp. is a subsidiary. 
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New York Technical Committee Announces 


Members; Plans Are Under Way 


An organizational dinner meeting of the 
Budgetary Control Committee of the New 
York City Control was held at the Har- 
vard Club, New York City, on March 23. 
Eighteen of the twenty-five members of 
the committee were present, in addition 
to four officers and directors of the New 
York City Control. 

Following remarks by the guests, each 
member of the committee expressed his 
personal opinion regarding the nature of 
the work and studies to be undertaken by 
the committee. It was agreed that before 
further action should be taken, a standard 
nomenclature on the subject of Budgetary 
Control should be established in order 
that each committee member might refer 
to various aspects of the subject in a uni- 
form manner. 

Accordingly, a special sub-committee 
consisting of John B. Thurston, of Wal- 
lace Clark & Company, and George T. 
Harrison, of the Chicle Development 
Company, was appointed to draft a de- 
tailed questionnaire covering all phases 
of Budgetary Control for submission to 
the membership of the committee. Com- 
mittee members were asked to return the 
questionnaire within three weeks for con- 
solidation of replies and analysis. 

The second dinner meeting of the com- 
mittee was to be held at the Harvard 


Club on April 26, at which time the re- 
sults of the questionnaire were to be 
reviewed and discussed, and a definite 
work and study program set up for the 
1948-49 operating year. 

The scope of the committee’s activity 
is: 

To study and suggest improved meth- 
ods for the preparation and administra- 
tion of a budget company’s activities and 
act as a control over system which will 
serve as a forecast of expenditures. 

To study the technic of short-term 
and long-term forecasting and report from 
time-to-time concerning the most im- 
proved methods of business estimating 
and forecasting. 

To submit such findings to the Board 
of Directors of New York City Control. 

To furnish expect advice and informa- 
tion concerning the subject matter as- 
signed when questions are referred to 
the New York City Control for response. 

The personnel of the committee in- 
cludes: 

Chairman, ALLEN H. OTTMAN, Amert- 
ican Hard Rubber Company, New York; 
Vice-Chairman, H. L. GoopdENOUGH, 
American Smelting and Refining Com- 
pany, New York; W. G. ABERNETHY, 
Todd Shipyards Corp; HERBERT P. 
Brown, National Dairy Products Corp. ; 
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THomMas H. Casson, U. S. Industrial 
Chemicals, Inc.; C. A. CATO, The Colum. 
bia Mills, Inc.; R. E. DOLAR, General 
Telephone 
Corp.; L. W. 
GARNER, J. T. 
Baker Chemical 
Company, Eas- 
ton,. Pa A. Be 
GAUTHIER, The 
Barbizon Corp. ; 
GEORGE T. 
HarRISON, Chi- 
cle Development 
Company; WM. 
). LOGAN 
American Air- 
lines, Inc.; N. A. JACKSON, Chester H. 
Roth Co., Inc.; HARRY JEFFS, Queens 
Borough Gas & Electric Co., Far Rock- 
away, L. I., N. Y. 

Also, Eppis JOHNSON, American Ma- 
chine and Metals, Inc.; DAvip KRrELL, 
Thomson & McKinnon; W. P. Mar- 
SHALL, Western Union Telegraph Com- 
pany; JOHN McCusker, E. R. Squibb & 
Sons; W. S. MCMENEMyY, Mark Cross 
Company; WALTER F. MEISTER, Amerti- 
can Museum of Natural History; T. F. 
Mow Le, Dow Jones & Co., Inc. (Wall 
Street Journal) ; MARSHALL B. NUNLIST, 
Weston Electrical Instrument Corp., New- 
ark, N. J.; M. H. PARKINSON, JR., R.C.A. 
Communications, Inc.; ARNOLD E. Ros- 
CHLI, American Saw Mill Machinery Co., 
Hackettstown, N. J.; RoBert S. SWEE- 
NEY, The Watson-Stillman Company, 
Roselle, N. J.; JOHN B. THURSTON, Wal- 
lace Clark & Co. 


Deming 





MR. OTTMAN 


Co-ops Topic at Louisville 
Indianapolis Joint Meeting 


A joint meeting of the Louisville and 
Indianapolis Controls, featuring a dis- 
cussion of ‘“The Co-op Movement,” was 
held under the auspices of the Louisville 
Control in Louisville on April 21st. The 
speakers were Hassil E. Schenck, Presi- 
dent of Indiana Farm Bureau, and 
Rivers Peterson, Managing Director of 
National Retail Hardware Association. 
Among the guests present at the meet- 
ing was Paul Haase, Assistant Manag- 
ing Director of The Institute. 

The April 21 meeting was one of a 
series of joint meetings held during the 
past several months. Previously, mem- 
bers of the Louisville Control had at- 
tended a Meeting of the Indianapolis 
Control. 

Members of the Cincinnati Control 
visited the Louisville Control in Janu- 
ary, and on April 6th, in Cincinnati, the 
Louisville and Indianapolis Control 
members met with the Dayton and Cin- 
cinnati controls. Mr. Haase was also in at- 
tendance at the Cincinnati Meeting, as 
representative of national headquarters 
of The Institute. 
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The Controllers Correspondence 





RESTORING THE CAPITAL POSITION 
Editors: THE CONTROLLER 


The failure of accounting during peri- 
ods of inflation to distinguish between 
(1) profits which are available for divi- 
dends and physical expansion and (2) 
amounts which must be reinvested in the 
business merely to maintain its pre-exist- 
ing physical capacity, has been very mis- 
leading to business management, the gov- 
ernment and the general public. It has led 
to the payment of taxes and to demands 
for higher wages and lower prices which 
industry can ill afford. 

Reports of high dollar ‘profits for 
the year 1947 without any offset for the 
shrinkage in the purchasing power of the 
dollar capital has led to demands for the 
reimposition of excess profits taxes. As 
we move into a defense economy, we may 
again have higher taxes and also further 
price increases. If so, it will become even 
more important to revise our accounting 
concepts and methods. Otherwise, many 
of the so-called profiteers may be forced 
into bankruptcy. 

The subject of Messrs. McAnly and 
Sunley’s article in your October, 1947, 
issue (“Preserving the Integrity of Equity 
Capital’) is, therefore, a very practical 
one. It deserves far more consideration 
from controllers than it has received from 
Mr. Councilor in your March, 1948, issue 
("On Basing Depreciation on Replace- 
ment Costs’’). 

The controller who sees his job as a 
whole will not pass the buck to his presi- 
dent or expect the college seminars to do 
his thinking for him. The man who is so 
busy with tactics that he has no time to 
re-examine his strategy may be a good 
head bookkeeper but I doubt that he is 
entitled to call himself a controller. 

The function of accounting is to meas- 
ure the results of business transactions. 
So far, accountants have tried to do this 
with a tape of variable length, without 
any compensatory adjustment. Whether 
this is good or bad depends, not on past 
custom, but rather on present and future 
utility. We should ask ourselves, in which 
way will accounting be more useful—by 
recognizing and allowing for the varia- 
tion in the value of the dollar or by con- 
tinuing to make-believe that a dollar is al- 
ways the same. 

Accounting conventions are merely a 
means unto an end, and we should be 
teady to change them whenever mote use- 
ful conventions can be devised. They have 
changed a lot during the range of my 
memory, especially in respect to depreci- 
ation, and it will be only by further 
changes that they can keep pace with a 
changing world. 


I agree that so-called depreciation 
should not be expected to provide for the 
replacement of specific assets but I do 
believe that it should be expected to re- 
place the capital which was previously in- 
vested in the asset being amortized. In 
other words, it should be expected to 
restore the company to the position it was 
in when it purchased such asset. 

The real question is whether capital has 
or has not been replaced when a post-war 
dollar has been substituted for a pre-war 
dollar. Both are called by the same name 
but so, also, are the United States and 
Canadian dollars. Yet, in the latter case, 
we are accustomed to use rates of ex- 
change for the translation of one into 
terms of the other. 

The problem in respect to the replace- 
ment of durable assets is, of course, only 
part of the larger problem of distinguish- 
ing between the depreciation of the dol- 
lar and gains in real wealth. The main- 
tenance of the purchasing power of the 
working capital is of equal and more im- 
mediate importance. LIFO provides only 
that part of the additional dollar capital 
which is used for inventories. 

The solution, I believe, lies neither in 
LIFO nor in the revaluation of the assets, 
but in the adjustment of the capital fund. 
The purchasing power of the capital 
should be maintained out of gross earn- 
ings before any additional dollars should 
be counted as net earnings. In an article 
in THE CONTROLLER for July, 1944, 
(‘Budgeting of Postwar Reserves’) I 
pointed out that inflation is a form of 
taxation, for which provision should be 
made somewhat the same way as, but 
separately from, the provision for income 
taxes. In two recent articles (One pub- 
lished in the February 1, 1948, Bulletin 
of the National Association of Cost Ac- 
countants, and the other in the February, 
1948, issue of The Journal of Account- 
ancy.) I have elaborated on this and sug- 
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gested a methodology for accomplishing 
this purpose. 

Perhaps we would prefer to change the 
nature of the dollar rather than adjust 
our accounting to the kind of dollar we 
have. It would, however, be an even 
harder task to reform the habits of a 
whole society than to revise the conven- 
tions of a single profession. 

E. STEWART FREEMAN 
Company Auditor, 

Dennison Manufacturing Co. 
Framingham, Mass. 


CORRECTION 
Editors : THE CONTROLLER 

Thank you for the space that you gave 
in your March issue to the talk I gave to 
the New York City Control of the Con- 
trollers Institute of America. For the most 
part I was quoted with unusual accuracy, 
but for the sake of the record, may I call 
attention to two errors ? 

First, I made no predictions. Unfortu- 
nately, I do not know what is ahead. Sec- 
ond, I did not say that the current down- 
ward trend will probably end during 
1948. In most lines of business there is 
no current downward trend. Certainly 
when one starts, there is little reason in 
thinking it would end during the present 
year. 

EDWARD R. DEWEY 
Manager, 

Market Researca Department 
Air Reduction Company 
New York City 

Mr. Dewey is right. His remarks were 
misinterpreted by our reporter—The Edi- 
tors. 


“EXCELLENT ARTICLE” 
Editors : THE CONTROLLER 
Please mail me three extra copies of 
the March issue of THE CONTROLLER. 
.. . The article by C. W. Jones (‘“Inven- 
tory Control and Valuation’) is excellent. 
DWIGHT ORR 
Comptroller, 
Weyerhaeuser Timber Company 
Tacoma, Wash. 





Digests. 





Exchange Bldg. 


New 1948 Weekly and Monthly 
WITHHOLDING CHART—35c 


Effective May 1, 1948 


Our exclusive combination chart, on heavy g x 12 card, 
shows all official rates for both weekly and monthly pay- 
rolls, at 35 cents each, 3 for $1.00. 

Write for attractive quantity prices for goodwill dis- 
tribution, also free samples of our famous pocket ‘Tax 


TAX PUBLICATIONS CO. 
Laf. 0649 


Boston 9, Mass. 

















Positions 
Open— Wanted 





Each employer and each advertiser 
listed in this magazine is individually re- 
sponsible for determining the value of the 
person available or of the position open. 


—The Editors. 


Position Open 


Executive Accountant 


For midwest natural gas company. Po- 
sition requires a man under 45 to work in 
Controller's Department. He should be a 
college graduate with experience in pe 
lic and utility accounting and be able to 
supervise employees. Complete resume 
with education, experience and salary ex- 

ected will be received in strictest con- 

fidence. Address Box 790, THE COoN- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Positions Wanted 


Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: eleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs ; vai i analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller 


A member of The Controllers Institute 
of America, who is presently employed, 
desires to make a change. He has had 
25 years of excellent training and experi- 
ence in public and private business as top 
man. His experience includes standard 


costs, systems and methods, production 
planning and control. He is 44, married, 
and has three dependents; is available im- 
mediately at a moderate salary. Address: 
Box Number 767, THE CONTROLLER, 
One East Forty-Second Street, New York 
7, N.Y. 
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Business Executive 


Extensive experience and accomplish- 
ment in varied and broad phases of ad- 
ministration, organization, sales, finance, 
production and personnel. Positions 
held: sales manager, controller, assistant 
to president and consultant. Age 52, 
married, college graduate, no geographic 
restrictions within continental United 
States. Sources of funds available for in- 
vestment. Remuneration to be based on 
drawing account, plus share in earnings 
to produce minimum $20,000, and better 
if earnings should justify. Address: Box 
782, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Treasurer-Controller 


Present—five years, as supervising sen- 
ior in public accounting. 

Formerly—fifteen years, controller and 
assistant controller for nationally known 
corporations. 

Experienced in all phases of manage- 
ment, accounting and credits. 

Age 46—married—college education. 
Address Box 788, THE CONTOLLER, One 
East Forty-Second Street, New York 17, 
New York. 


Controller—Executive Accountant 


Certified public accountant, financial- 
tax man offers: 

Ten years of industrial and diversified 
experience in executive capacity, function- 
ing as part of top management group and 
eight years of public accountant experi- 
ence as supervising senior. 

Practical experience includes financial 
planning, development of manufacturing 
expansion and cost reduction programs ; 
developing, analyzing and interpreting 
costs, budgets, inventory and cost controls, 
all phases of general accounting, internal 
auditing, systems, procedures, surveys and 
taxes. Age 42. Salary $12,000. Ad- 
dress: Box Number 789, THE CONTROL- 
LER, One East Forty-Second Street, New 
York 17, New York. 


Tax Control Executive 


Corporate entire tax control executive 
handling over sixty national locations re- 
tiring from 26-year position seeks new 
connection. Available in June. Other valu- 
able qualifications. Will consider any lo- 
cation. Salary moderate. Address Box 
Number 791, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
N. Y. 


Assistant Controller 


For nine years, as treasurer-controller, 
he has been in responsible executive posi- 
tions requiring the qualifications for policy 
making and the ability to organize with 
foresight and imagination. He has a suc- 


cessful record in establishing overall cop. 
trol of production and administrative costs 
and in completely organizing new manv. 
facturing facilities for a substantial na. 
tional business. 

He wishes to become associated as as. 
sistant controller with a larger organiza. 
tion and a wider field of activities. Con. 
genial, cooperative personality. Age 43, 
married, two children. Address: Box 
Number 792, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
NEY, 


Controller-Treasurer 


Presently employed as treasurer of 
manufacturing company. Thirteen years 
diversified experience in executive ca- 
pacity. Ten years public accounting ex. 
perience, last three of which were as staff 
supervisor. Current experience included 
top-management committee functions, fi- 
nancial planning, development of manu- 
facturing expansion, and cost reduction 
programs; supervision of installation of 
standard cost system, budgets and inven- 
tory control; all phases general account- 
ing and complete responsibility for all 
taxes. Certified Public Accountant. Ad- 
dress: Box 793, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
N. Y. 


Controller or Assistant 


Resourceful and conscientious Execu- 
tive Accountant wants opportunity to 
grow with a progressive organization. 
Qualified by 15 years of industrial ac- 
counting experience to produce a thor- 
ough, comprehensive and profitable job. 
Capable of applying imagination to or- 
ganization and work and assume full ex- 
ecutive responsibility. Age 38, college de- 
gree, excellent health, salary moderate. 
Address: Box 794, THE CONTROLLER, 
One East Forty-Second Street, New York 
17, N.Y. 


Assistant Controller, 
Engineer, Executive Accountant 


Heavy systems administration and in- 
stallation experience. Specialized in 
Standard Cost, Flexible Budgets, and 
Production Control systems as effective 
aids in management control. Wide ex- 
perience in business diagnosis toward 
achieving efficiency and decreasing cost 
of operations. 

Experience in office systems, forms and 
control procedure. Specialized consult- 
ing experience in marketing, sales pro- 
motion and sales techniques. Designed 
and installed complete accounting plans 
including new chart of accounts, order 
and billing ‘routines, sales analysis and 
complete informative management fe- 
ports and statements. Address Box 795, 
THE CONTROLLER, One East Forty-sec- 
ond Street, New York 17, N. Y. 
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Three Institute Members Made Company Presidents 


Three members of the Controllers In- 
stitute of America have been elected to 
the office of president of their respective 
companies. They are MAXWELL CaRL- 
son, National Bank of Commerce of 
Seattle; JOHN R. McKEE, California Cas- 
ualty Indemnity Exchange, San Francisco ; 
and WILLIAM H. GarBADE, Deep Rock 
Oil Corporation, Tulsa, Okla. 

Formerly Vice-President in charge of 
operations of the $350 million National 
Bank of Commerce of Seattle, Mr. CARL- 
SON, at 42, is one of the youngest men to 

Dolph Zuhick be president of 

a large metro- 
olitan bank in 
the United States. 
He was born in 
Aberdeen, No- 
vember 9, 1905, 
the son of a 
prominent pio- 
neer lumberman 
in the Grays 
Harbor district 
of Washington. 
After receiving 
a master’s degree 
from the Amos Tuck School of Adminis- 
tration and Finance, Hanover, N. H., he 
went to work as a clerk in the Grays 
Harbor National Bank in Aberdeen, 
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which is now a branch of the National 
Bank of Commerce, in 1929. Mr. Carl- 
son was transferred to Seattle on Novem- 
ber 15, 1940, as an assistant auditor of 
Marine Bancorporation, parent company 
of the bank. Here he participated in 
bank and branch examinations. 

After becoming manager of the credit 
department October 1, 1938, Mr. Carlson 
was later elected an Assistant Vice-Presi- 
dent in January, 1940. Then came numer- 
ous special assignments leading to appoint- 
ment as assistant in supervising branch 
credits. In January, 1946, he became 
the youngest vice president of the bank, 
and a year ago was elected a member of 
the board of directors. Last June, he was 
elected to the executive committee of the 
Washington Bankers Association. 


Mr. McKee succeeded John C. Chand- 
ler, who retired after more than 30 years 
of service, as President of the Califor- 
nia Casualty In- Moulin 
demnity Ex- mer eeu: re 
change. —. 

Vice-Presi- 
dent of the Cal- 
ifornia Casualty 
Indemnity Ex- 
change for the 
past 12 years, 
Mr. McKee was, 
prior to this, 
Treasurer for a 
like period. A 
1918 graduate 
of the University 
of California, he is also a C.P.A. and a 
Past President of the San Francisco Con- 
trol of the Controllers Institute. He re- 
cently accepted the vice-chairmanship of 
the program committee for the 1949 An- 
nual Meeting of the Controllers Institute, 
to be held in San Francisco. 





MR. MCKEE 


Formerly Assistant Treasurer of the 
Shell Oil Company, Inc., New York, Mr. 
Garbade succeeded C. K. Barter, Chair- 
man of the Board, as President of Deep 
Rock Oil Corpo- 
ration. Mr. Gar- 
bade succeeded 
Jason L. Honig- 
man as a Direc- 
tor of the Cor- 
poration. 

A member of 
the Controllers 
Institute, Mr. 
Garbade brings 
to his new po- 
sition a_back- 
ground of 15 
years’ experience 
in different branches of the Shell Oil 
Company's operations, including market- 
ing, organization work and economics, in 
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MR. GARBADE 


addition to financial and accounting ac- 
tivities. He also participated in the re- 
organization of Shell’s distribution sys- 
tem in Western Europe in 1946, follow- 
ing the end of hostilities. 


Taft-Hartley Act Analyzed 


A thorough analysis, as well as the text, 
of the Taft-Hartley Act, made at a recent 
two-day seminar held by The Commerce 
and Industry Association of New York, 
Inc., is now available in booklet form 
from the Association. The booklet is en- 
titled, ‘‘Operating Under the Taft-Hartley 
Act, A Practical Handbook for Labor Re- 
lations and Personnel Executives.”’ 








Take Your Personal 
Stapler With You 


Carry a Hotchkiss plier stapler with you. 
Fasten related papers together with it 
no matter where you are working. 





Hotchkiss No. 57 Plier Stapler 


Small enough to fit in a vest pocket, this 
stapler is only 534” by 234” and weighs 
but 8 ounces. It holds a strip of 70 
staples. It makes a neat permanent 
clinch that economizes spaces in files 
and holds papers together without com- 
ing apart or catching on other papers. 
Sold by leading stationers all over the 
world. 
Write for literature 


otclleise COMPANY 


oONNECTICUT 
stepling”™ 


THE E.H. 


worRWAtL K ° n 
“Pioneers in all thats best in 
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Meetings of Local Controls 





ATLANTA 
Industrial Employee Relationships 
Members of the Atlanta Control par- 
ticipated in a program centered about 
“Industrial Employee Relationships’ at 
the March 23 meeting in the Piedmont 
Hotel, under the leadership of James 
Brooks Pollard, Treasurer of the Colo- 
nial Stores, Atlanta, and a Director of 

the Control. 


BIRMINGHAM 
Estate Accounting 
A discussion of “Accounting for In- 
dividual Estates and Trusts” was led by 
a member of the Birmingham Control, 
Thomas Benton Noble, Assistant Treas- 
urer, Stockholm Pipe Fittings Company, 
Birmingham, at the Control’s April 1 
meeting, in the Tutwiler Hotel. 


BOSTON 
Management Reports 
“Reports to Top Management’ was 
discussed at the monthly meeting of the 
Boston Control, April 13, in Putnam & 
Thurston’s Restaurant, Worcester, Mass. 
Professor Russell H. Hassler, Graduate 
School of Business Administration, Har- 
vard University, led the discussion. The 
panel included David R. Anderson, 
Dwight B. Billings, Alden C. Brett, W. 
Arnold Hosmer, Edward C. Hunt and 
H. Coleman Moore, Jr., members of the 
Boston Control. Walter Mitchell, Jr., 
Managing Director of the Controllers 
Institute, attended the meeting. 


BUFFALO 
Business Trends 
Archie M. Raub, credit reporter for 
Dun & Bradstreet, Inc., New York, 
spoke on “Current Business Trends and 
Their Reflections’ before the Buffalo 
Control at the April 6 meeting in the 
Park Lane Hotel. 


CHATTANOOGA 
Insurance 
H. D. Forrester, of the Royal Insur- 
ance Company, Nashville, presented the 
subject, “Use and Occupancy Insur- 
ance,” at the Chattanooga Control's 
regular monthly meeting, held in the 

Read House, April 6. 


CHICAGO 
Machine Accounting 
“IBM Application to Current Account- 
ing Problems’ was the subject chosen by 
H. E. Pim, Manager, IBM Applications 
Development Department, New York 
City, to present to members of the Chi- 
cago Control at their March 24 meeting 
in the Mid-day Club of the First Na- 





tional Bank Building. Arthur S. Good- 
man, Comptroller of American Forge 
Division of the American Brake Shoe 
Company, served as chairman. 

Dr. Simeon E. Leland, Dean of the 
College of Liberal Arts, Northwestern 
University, spoke on ‘What About the 
Public Debt?” at the regular monthly 
meeting of the Chicago Control on 
March 18, at the Chicago Athletic As- 


sociation. 


CINCINNATI 
International Statistics 
Dr. Stuart A. Rice, Assistant Director 
of the Federal Budget, discussed ‘“‘In- 
ternational Statistics” at a joint meeting 
of the Cincinnati and Dayton Controls 
in April, at Cincinnati. 


COLUMBUS 
University Accounting 
Charles A. Kuntz, newly-elected 
member of the Controllers Institute and 
Controller of the Ohio State University, 
spoke on “University Accounting” at 
the March 18 meeting of the Columbus, 
Ohio, members of The Institute, in Fort 
Hayes Hotel. Harvey M. Kelley, As- 
sistant Secretary of the Controllers In- 
stitute, attended the meeting. 


DALLAS 
Corporate Financing 
The regular March meeting of the 
Dallas Control was held at the Wash- 
ington-Youree Hotel in Shreveport, La., 
March 19. E. J. Freiberg, a member of 
the Legal Department of the United 
Gas Corporation, discussed ‘Corporate 
Financing.” 


DETROIT 
Salary Administration 
The Detroit Control held a round 
table discussion of “Salary Administra- 
tion Plans,’ led by Control directors 
Vernard D. Hanna, Assistant Secretary 
and Assistant Treasurer, Wolverine 
Tube Division of Calumet and Hecla 
Consolidated Copper Company, and Al- 
fred I. Hawkins, Treasurer, The Tim- 
ken-Detroit Axel Company at its March 
meeting, in the Hotel Statler. The dis- 
cussion included statistics resulting from 
the questionnaires which had been re- 
cently sent to the members relative to 
Salary Administration Plans. 


DISTRICT OF COLUMBIA 
Economic Outlook 
Dr. Ewan Clague, Commissioner of 
the Bureau of Labor Statistics, addressed 
the March 23 meeting of the District of 
Columbia Control on ‘Prices, Employ- 


ment and the Economic Outlook,” jn 
the Carlton Hotel. 


HARTFORD 
Connecticut Tax 
Questions concerning the “Revision 
of the Connecticut Sales & Use Tax Act 
Effective April 1, 1948” were answered 
by Walter W. Walsh, Tax Commis- 
sioner, State of Connecticut, for mem. 
bers of the Hartford Control at their 
April meeting in the Elm Tree Inn, 
Farmington, Conn. 


INDIANAPOLIS 
Industries 
Three members of the Indianapolis 
Control discussed their particular in- 
dustries at the regular monthly meeting 
of the Control in the Lincoln Hotel, 
March 25. The speakers and their sub- 
jects were as follows: Carl F. Eveleigh 
Assistant Secretary and Assistant Treas- 
urer, Eli Lilly and Company, “Pharma- 
ceutical Industry’; Charles R. Israel, 
Treasurer and Director, Aero-Mayflower 
Transit Company, “Trucking Industry’ ; 
and Elroy L. Sandberg, Controller and 
Assistant Treasurer, Stewart-Warner 
Corp., “Manufacturing Industry.” 


KANSAS CITY 
Credit Conditions 
John F. Mannion, Vice-President of 
the Continental Illinois National Bank 
& Trust Company, Chicago, presented 
a discussion of present day credit condi- 
tions to members of the Kansas City 
Control, April 13, in the University 
Club. Mr. Mannion’s presentation was 
entitled, “Is Your House in Order?” 


LOS ANGELES 
Rubber Plant Tour 


Members of the Los Angeles Control 
were conducted through a tour of the 
United States Rubber Company, in Los 
Angeles, by John M. Miller, Factory 
Manager of the Plant, at their regular 
monthly meeting held March 18. 


LOUISVILLE 
Destruction of Records 
Earl R. Martin, Controller, B. F. 
Avery & Sons Company, in Louisville, 
and a member of the Controllers Insti- 
tute, presented a talk on “Destruction of 
Records” before members of the Louis- 
ville Control at their March 24 meeting, 
which was held in the Kentucky Hotel. 
William R. Hays, Treasurer of the 
Louisville Control, presided as chair- 
man. Mr. Hays is Auditor and Control- 
ler of the Courier-Journal and Louisville 
Times Co., Inc., Louisville. 


MILWAUKEE 
Key Men 
“Are the Key Men the Key to Your 
Organization?” was the subject pre- 
sented to the Milwaukee Control at its 
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April 13 meeting in the Schroeder Hotel 
by J. Elliott Janney, Partner, Rohrer, 
Hibler & Replogle, Cleveland. 


NEW ORLEANS 
Insurance 
G. E. Gillis, President of Gillis, Hulse 
Insurance Company, spoke on “Insur- 
ance—Stock vs. Mutual and Reciprocal” 
at the New Orleans Control’s March 16 
meeting in the Roosevelt Hotel. 


PENN-YORK 
Conference Report 
Members of the Penn-York Division 
of the Buffalo Control heard a report 
on the speeches and discussions at the 
Eastern Spring Conference, by members 
who attended, at their meeting in the 
Hyde Hotel, Ridgway, Pa., April 15. 
C. E. McCaulley, Assistant Controller- 
Treasurer of the Elliott Company, Ridg- 
way, served as host. 


PITTSBURGH 
Round Table Discussion 

A round table discussion of timely 
subjects, headed by a panel of five Pitts- 
burgh Control members, was held by 
members of the Control in the Duquesne 
Club, March 15. 

Those heading the panel were Way- 
land S. Bowser, Comptroller, Blaw 
Knox Company; C. R. Fay, Comptrol- 
ler, Pittsburgh Plate Glass Company; 
Edward J. Hanley, Vice-President and 
Treasurer, Allegheny Ludlum Steel 
Corporation; William L. Naylor, As- 
sistant Comptroller, Gulf Oil Corpora- 
tion; and Murrow D. Wells, Comptrol- 
ler, Carnegie-IIlinois Steel Corporation. 


PORTLAND 
Inflation and Deflation 
“Inflation, Deflation and Government 
Policy” was discussed by Paul W. Ellis, 
Associate Professor of Economics, Uni- 
versity of Oregon, at the March 19 
meeting of the Portland Control, in the 
Old Heathman Hotel. 


QUAD CITIES 
Business Research 
Professor C. Woody Thompson, Di- 
rector of the Bureau of Business Re- 
search of the State University of Iowa, 
addressed the Quad Cities Control's 
meeting April 9, in the Hotel Jefferson, 
lowa City, on the purposes of the Bu- 
reau of Business Research. 


ROCHESTER 
Economics 
“How much of an economist should a 
controller be to serve his company in- 
telligently?”” was one of the key ques- 
tions discussed by Richard H. Garlock, 
Economics Department, Bank of Man- 
hattan Company, in his speech, ‘Eco- 
nomics and Controllership,” before the 
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EVERY DAY your business is 
threatened with losses due to dis- 
honest acts of employees and out- 
siders—embezzlement, theft, forgery, 
burglary, robbery and other crimes. 
Some losses are small . . . some go 
undiscovered for years . .. but they 
all add up to big money—and sub- 
tract from your profits. 

NOW, for the first time, all the 
common kinds of crime losses and the 
best loss prevention methods have 
been compiled in a concise, clearly 
written booklet. 

“CRIME LOSS PREVENTION” 
—in 28 fact-packed pages—offers the 
most profitable half hour’s reading 
any business owner can do. Send for 


your FREE copy today! 


Be on your guard 


“against Crime Loss... 
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THIS FREE Book 
WILL HELP YOU 





STOP CRIME LOSS! 








Continental Casualty Co., Dept. 3B 
310 South Michigan Ave., Chicago 4, Ill. 


Please send me, without obligation, my free copy of the 
new book “Crime Loss Prevention.” 


THESE IMPORTANT QUESTIONS 
—and hundreds more—are 
answered in this fact-filled 


FREE BOOKLET 


Why is it unwise to permit an employee 
to refuse a vacation? 

What are the 17 most common em- 
bezzlement methods by which trusted 
employees steal 500 million dollars a 
year from U. S. employers? 

Why are most embezzlements hushed 
up, kept out of the papers? 

Why should your payroll and your pay 
checks be prepared by two different 
persons? 

What precaution should be taken im- 
mediately with each incoming check or 
mail order? 

What is a “time recording lock” and 
how does it enable you to check closely 
on your employees? 

Why is it advisable to follow a policy 
of ‘divided duty’’ throughout your 
organization? 

Where should safes be placed for 
maximum security? 

Why should you make it your business 
to know something about the outside life 
of every employee? 

What simple request is a sure stopper 
for a crook attempting to cash a bad 
check? 


.« How can you determine the cost of 
crime losses in advance? 
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Institute Meeting Dates Ghead 





REGIONAL CONFERENCES 
Mid-Western—St. Paul—May 16, 17. Sponsored by the Twin Cities Control 
Pacific Coast—Seattle—June 11, 12. Sponsored by the Seattle Control 


SPECIAL MEETINGS 


Tri-Control—Newington, Conn.—May 7. Sponsored by Hartford Control 
Tri-Control—Buffalo—June 4. Sponsored by the Buffalo Control 


LOCAL CONTROL MEETINGS 
Members of The Institute are cordially invited to attend meetings of other Con- 
trols when away from their own Control. The list of local Control Secretaries (be- 
low) is printed for the convenience of the members of The Institute. 
All Control meeting dates are listed as scheduled at time of publication. 


May 4—Buffalo, Chattanooga, Twin Cities 
May: 6—Birmingham, Philadelphia 
May 7—Hartford (Joint Meeting with 


Bridgeport and Springfield), Quad Cities 

May 10—Kansas City 

May 11—Cincinnati, Milwaukee 

May 12—Baltimore (Joint Meeting with 
District of Columbia), Western Michigan 

May 13—Dayton, Toledo 

May 18—Boston, New Orleans 

May 20—Los Angeles, New York City, San 
Francisco 

May 21—Dallas, Houston (at Lufkin), Port- 
land 

May 24—Pittsburgh 

May 25—Atlanta, Detroit, District of Co- 
lumbia, St. Louis 

May 26—Chicago, Louisville, Rochester 

May 27—Indianapolis, Seattle 


At the time this issue went to press, no defi- 
nite meeting date had been set by the Cleve- 
land Control. The Syracuse Controll will not 
hold a meeting in May. 


June 1—Chattanooga, Twin Cities 

June 3—Birmingham, Philadelphia 

June 4—Buffalo (Joint Meeting with Syra- 
cuse and Rochester), Quad Cities 

June 8—Springfield 

June 9—Baltimore 

June 10—Dayton, Toledo 

June 11—Cleveland, Detroit, Hartford 

June 14—Kansas City 

June 15—New Orleans 

June 16—Pittsburgh 

June 17—Chicago, Los Angeles 

June 18—Portland, New York City 

June 22—Dallas, Houston, St. Louis, Syra- 
cuse 

June 24—Indianapolis 

June 25—Louisville, San Francisco, Seattle 

June 29—Atlanta 

June 30—Rochester 


At the time this issue went to press, no defi- 
nite meeting dates had been set by Bridgeport 
and Cincinnati. The Boston, District of Colum- 
bia, Milwaukee and Western Michigan Con- 
trols will not hold a meeting in June. 


Secretaries of Local Controls 


Atlanta: Ray C. Johnstone, Blalock Machinery 
& Equipment Co. 

Baltimore: William M. Morgan, The Baugh 
Chemical Co. 

Birmingham: Richard H. Childers, 
Handley Hardware Co. 

Boston: Frederick L. Patton, Cambridge Rubber 
Co., 748 Main Street (Cambridge). 

Bridgeport: Frank V. Bigelow, Malleable Iron 
Fittings Co., (Branford). 

Buffalo: Herbert W. Soderberg, International 
Railway Co. 

Chattanooga: Glenn R. Stoutt, United Hosiery 
Mills Corp. 

Chicago: Gordon B. Rockafellow, 2427 Lawn- 
dale Ave. (Evanston). 

Cincinnati: Howard F. Kidd, The Lockwood 
Manufacturing Co. 

Cleveland: George C. Houck, Harris-Seybold 


Moore- 


Co. 

Dallas: A. D. Harder, Southwestern Life In- 
surance Co. 

Dayton: Joseph A. McKenny, Jr., The Ameri- 
can Envelope Co., (West Carrollton). 

Detroit: Lester M. Elliott, McCord Corp. 

District of Columbia: Walter L. Brauer, U. S. 
News Publishing Corp. 

Hartford: Elmer G. E. Johnson, 164 Benton 
Street. 

Houston: George L. Duwe, Cameron Iron 
Works, Inc. 

Indianapolis: Howard E. Lohmann, Ayrshire 
Colleries Corp. 

Kansas City: Walter Vaughn, Stern Brothers & 
Co. 


Los Angeles: Louis C. Hageman, The Luer 
Packing Co. 

Louisville: Marion M. Johnson, Brown-Forman 
Distillers Corp. 

Milwaukee: Clarence A. Bickel, The Wisconsin 
Go. 

New Orleans: William P. Stich, The Leon 
Godchaux Clothing Co., Ltd. 

New York City: Theodore F. Gloisten, The 
American Home Magazine Corp. 

Philadelphia: Charles H. Yardley, The Penn 
Mutual Life Insurance Co. 

Pittsburgh: William F. Dickson, United States 
Stee! Corp. 

Portland: §. E. Gjerde, Portland Trust and 
Savings Bank. 

Quad-Cities: Donald W. Hunter, Pillsbury 
Mills, Inc., (Clinton, Iowa). 

Rochester: Sigurd Tranmal, Distillation Prod- 
ucts, Inc. 

St. Louis: Preston E. Pitts, Cupples Company. 

San Francisco: Wilson K. Minor, Standard Oil 
Co. of Calif. 

Seattle: A. G. McLean, DeForest & Cox. 

Springfield: J. A. Chadbourne, Old Colony En- 
velope Co. (Westfield). 

Syracuse: George J. Baumer, Muench-Kreuzer 
Candle Co., Inc. 

Toledo: Edmund L. Stewart, Sandusky Foundry 
& Machine Co., Market and Fulton Streets 
(Sandusky). 

Twin Cities: George H. Hess, Jr., 40 North 
Mississippi River Blvd., (St. Paul). 

Western Michigan: Walter W. Wennerstrom, 
Grand Rapids Plaster Co., (Grand Rapids). 


Rochester Control at the March 31 
meeting of the Rochester Control, in 
the Sheraton Hotel. 


ST. LOUIS 
Property Appraisals 
Clem J. Schwingle, Vice-President, 
The American Appraisal Company, Mil- 
waukee, spoke on ‘Property Appraisals” 
at the March 23 meeting of the St. Louis 
Control, which was held in the Hote] 
Statler. 


SEATTLE 
Management Tools 
“Some Modern Tools of Manage. 
ment’’ was the subject presented by Wil- 
liam S. Street, President, Frederick & 
Nelson, Seattle, at the regular monthly 
meeting of the Seattle Control in the 
Washington Athletic Club, March 25. 
His talk outlined the application of 
morale surveys, the development of a 
leadership guide, the use of perform. 
ance ratings, the subject of job analysis 
and graded wage structures, as well as 
the development of work simplification 
training. 


SPRINGFIELD 
Cost Control 
Marion W. Morris, Assistant Treas- 
urer, E-Z Mills, Inc., Cartersville, Ga., 
and a Past President of the Chattanooga 
Control of the Controllers Institute, 
presented the subject, “A Simple Ac- 
counting and Cost Control for Small 
Manufacturing Companies,” before the 
Springfield Control at its April meeting. 


TOLEDO 
Controllership Trends 
The development of current control- 
lership trends, with particular reference 
to the role of the Controllers Institute, 
its history and a forecast for the future, 
was discussed by Paul Haase, Assistant 
Managing Director, Controllers Insti- 
tute of America, at the April 8 meeting 
of the Toledo Control, in the Hillcrest 
Hotel. 


TWIN CITIES 
Management Research 
“Research As Applied to Manage- 
ment Problems” was the title of the 
speech E. S. Larsen, Research Director 
of the Dayton Company, Minneapolis, 
presented at the April 6 meeting of the 
Twin Cities Control, in the Minneapolis 
Athletic Club. 


WESTERN MICHIGAN 
Depreciation 
W. Y. Armstrong, Assistant Vice- 
President, The American Appraisal 
Company, Cleveland, presented an ad- 
dress on “A Realistic Depreciation 
Policy” at the Schuler Hotel, Grand 
Haven, on April 14, before members of 
the Western Michigan Control. 
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THE IBM CHECK... 
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4-15-48 i $50.26 
CHECK NO. 
2161 
The increasingly extensive use of the IBM Check in Reduction of preparation costs 


Reduction of reconciliation costs 


banking, business, and government is evidence of t , 
Reduction of manual clerical operations. 


its value. Issuance, reconciliation, and totaling are 


facilitated through its use. This automatically pre- IBM Electric Punched Card Accounting Machines 
pared check has the same advantages whether used prepare and process these checks as well as all re- 
for payroll, dividend disbursement, accounts pay- ports and records necessary to the payroll. This 
able, or any other accounting function. equipment is equally adaptable to all other account- 
Primary information printed on the check is re- ing procedures. 

corded also in the form of punched holes. This A booklet on Salary Payroll is available upon re- 
results in many advantages: quest. For information on any application of the 


IBM Accounting Method, ask our local representa- 


Automatic reconciliation of bank statements . . é 
tive to call. IBM offices are conveniently located in 


Automatic listing of outstanding checks 





Automatic balancing of bank charges principal cities throughout the country. 
ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 
PROOF MACHINES...SERVICE BUREAUS...ELECTRIC TYPEWRITERS... 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 











International Business Machines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 
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New Iustitute Members Elected 


The information listed below is arranged so that it may be clipped by the 
members of the Controllers Institute for addition to the Directory of Mem- 
bers in the current Year Book of The Institute. 





At a meeting of the National Board 
of Directors held April 4, 1948, the ap- 
plicants named below were elected to 
active membership in The Institute: 


P. B. BEENE 
Goslin-Birmingham Manufacturing 
Company, Inc., Birmingham, Ala. 
R. W. BLAND 
Consumers’ Cooperative Association, 
Kansas City, Mo. 
ROBERT W. BoypD 
The Wayne Pump Company, Fort 
Wayne, Ind. 
FRED H. BRETTHAUER 
Stokely-Van Camp, Inc., Indianapolis. 
LEO F. CHAMBERS 
Northern States 
Minneapolis. 
JOHN A. CLARK, JR. 
Stacey Brothers 
Company, Cleveland. 
T. J. Copy 
Petroleum Heat and Power Company, 
Stamford, Conn. 
EARL E. CONLIN 
Ex-Cell-O Corporation, Detroit. 
HAROLD R. DEJAGER 
The Welch Grape Juice Company, 
Westfield, N. Y. 
ELTON G. GEORGE 
Forest Lawn Memorial-Park Associa- 
tion, Inc., Glendale, Calif. 
HARVEY J. HAUGHTON 
H. K. Porter Company, Inc., Pitts- 
burgh. 
O. O. Howarp 
Ballard & Ballard Company, Louis- 
ville, Ky. 
EDWARD A. JOHNSON 
Aetna Ball & Roller Bearing Com- 
pany, Chicago. 
EDWARD R. JOHNSON 
Webster-Chicago Corporation, Chi- 
cago. 
HowarD B. JOHNSON 
Atlantic Steel Company, Atlanta. 
KENNETH G. LIBBING 
Baker Brothers, Inc., Toledo, Ohio. 


Power Company, 


Gas Construction 





MAKE A WILL 
Find out the proper way by 
referring to the New book Only $1.00 
“HOW TO MAKE A WILL SIMPLIFIED” 
by Parnell Callahan, 96 pages—covers the law in 48 
states. Mail $1.00 today and book will be sent post- 
paid. (Publishers of Law of Marriage & Divorce 
in 48 states. Adoption Law in 48 states—$1.00 each.) 
OCEANA PUBLICATIONS, Dept. 185 
115 West 42nd Street New York 18, N. Y. 


SPENCER L. LoTT 
Queen Anne Candy Company, Ham- 
mond, Indiana. 
PAUL LUDMAN 
Capitol Records, Inc., Hollywood. 
Davip D. MAson 
General Aniline and Film Corpora- 
tion—Ansco Division, Binghamton, 
DY. 
BEAUFORD W. MAXEY 
The Glidden Company, Cleveland. 
HENRY C. MERRIAM 
Allied Kid Company, Boston. 
JOHN W. RosBINs 
Jensen-Salsbery Laboratories, 
Kansas City, Missouri. 
CHARLES P. RONEY, JR. 
Steel Sales Corporation, Chicago. 
RAYMOND C. VON ROSENBERG 
Farmers Insurance Exchange, 
Angeles. 
WALTER H. SCHLECK 
Young Radiator Company, Racine, 
Wis. 
J. Lewis TRAIN 
Detroit Steel Products Company, De- 
troit. 
JosEPH N. YORKE 
Superior Steel Corporation, Carnegie, 
Pa. 


Inc., 


Los 





Election of the 27 new 
members named above 
brings the membership 
of The Institute to 


3,101 











Time Study-Methods Parley 


The Third Annual Time Study and 
Methods Conference, sponsored by The 
Society for the Advancement of Manage- 
ment and The Management Division, 
The American Society of Mechanical 
Engineers, was held April 8-9, in the 
Hotel Pennsylvania, New York. 
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Tax Revision Urged 
By Accountants 


Thirty specific recommendations for 
revision of Federal tax laws, including 
tax returns on community property 
basis for married couples in all States, 
and elimination of double taxation of 
corporate income, were recently pre- 
sented to the Congressional committees 
dealing with taxation by the Committee 
on Federal Taxation of the American 
Institute of Accountants. 

The recommendations are primarily 
concerned with correction of errors and 
inequities in existing law, rather than 
with tax rates or rate structure. 

In the proposals, which were mailed 
by the accountants to all members of the 
House Ways and Means Committee and 
the Senate Finance Committee, the In- 
stitute committee also urges creation of 
a non-partisan commission, including 
representatives of Congress, the Fed- 
eral admministration, accountants, law- 
yers, and important economic groups, 
to undertake a complete revision and 
codification of Federal tax laws along 
simple lines. 

Only three of the accountants’ recom- 
mendations would involve substantial 
reduction in revenue yield. These are: 

1. Elimination of double taxation of 
corporate income, which is now taxed 
both when received by the corporation 
and when distributed to stockholders as 
dividends. 

2. Use of the “community property” 
method of filing tax returns by married 
couples in all States, allowing the fam- 
ily income to be equally divided in 
separate returns by husband and wife. 

3. Allowance of capital losses as in- 
come tax deductions at the maximum 
rate applied in taxing capital gains. 

While urging that these three pro- 
posals be adopted as soon as possible, 
the Institute committee said that the 
date for putting them into effect should 
be subject to the government’s revenue 
needs. Most of the other recommenda- 
tions would not involve a significant 
loss of tax revenue. They include: 

Elimination of the 2 per cent addi- 
tional tax now applied to consolidated 
corporate returns. 

Application of a graduated rate from 
25 to 38 per cent on corporate income 
from $25,000 to $50,000, instead of the 
present 53 per cent in this bracket. 

Publication of a government table of . 
normal depreciation rates for as many 
classes of fixed assets as possible, giving 
the taxpayer the right to make a pet- 
manently binding choice of any rate 
within 25 per cent either way of the 
published rate. 

Carryover to succeeding years of de- 
ductions for amounts contributed to 
charity, by individuals or corporations, 
in excess of present allowable percent- 
ages of annual income. 








